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AMENDING THE TVA ACT 





TUESDAY, APRIL 30, 1957 


Unirep States SENATE, 
CoMMITTEE ON Pusiic Works, 
SUBCOMMITTEE ON FLoop ConTROL IVERS AND Harpors, 
Washington, D. C. 

The subcommittee met at 10:05 a. m., in room 412, Senate Office 
Building, Senator Kerr (chairman of the a) presiding. 

Present: Senators Kerr, Gore, Martin, Case, Kuchel, Cotton, and 
Hruska. 

Also present: Senators Hill, Kefauver, Cooper, Sparkman, and 
Morton. 

Senator Krrr. The committee will come Pe order. 

The hearings this morning are on bills S. 1855, a bill to amend the 
Tennessee V alley Authority Act of 1933 in rae to authorize the 
‘Tennessee Valley Authority to undertake certain financing activities 
and to require certain payments to the United States, and S. 1869, a 
bill to amend the Tennessee Valley Authority Act of 1933, as amended, 
and for other purposes. 

The bills will be incorporated into the record at this point. 

(S. 1855 and S. 1869 are as follows :) 





[S. 1855, 85th Cong., 1st sess.] 


A BILL To amend the Tennessee Valley Authority Act of 1933 in order te authorize the 
Tennessee Valley Authority to undertake certain financing activities and to require certain 
payments to the United States, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Tennessee Valley Authority Act of 
1933, as amended, is hereby amended by inserting immediately after section 15c 
thereof (16 U.S. C. 831n-8) the following new section: 

“Sec, 15d. (a) The Corporation is authorized to issue and sell bonds, notes, 
and other evidences of indebtedness (in this section collectively referred to as 
‘bonds’) to assist in financing its power program, in an aggregate amount not 
to exceed $750,000,000 outstanding at any one time, and to refund such bonds. 
The Corporation may, in performing functions authorized by this Act, use the 
proceeds of such bonds for the construction, acquisition, enlargement, improve- 
ment, or replacement of any plant or other facility used or to be used within the 
service area of the Corporation for the generation or transmission of electric 
power (including the portion of any multiple-purpose structure used or to be 
used for power generation) and for refinancing any such plant or other facility 
whether originally financed with the proceeds of such bonds or otherwise; or 
as may be required in connection with the lease, lease-purchase, or any contract 
for the power output of any such plant or other facility; and for other pur- 
poses incidental thereto. Proceeds of such bonds may be used outside such 
service area if authorized by law after the Corporation has submitted to the 
Congress and the Bureau of the Budget a request for such authorization. The 
term ‘service area’ as used in this subsection means the area regularly served 
during the month of February 1957 with electric power generated by the Corpora- 
tion. The principal of and interest on said bonds shall be payable solely from the 
Corporation’s net power proceeds as hereinafter defined. The term ‘net power 
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proceeds’ as used in this section means the remainder of the Corporation’s gross 
power revenues after deducting the costs of operating, maintaining. and admin- 
istering its power properties (including costs applicable to that portion of its 
multipie-purpose properties allocated to power) and payments to States and 
counties in lieu of taxes, but before deducting depreciation accruals or other 
charges representing the amortization of capital expenditures. Such term also 
includes the net proceeds from the sale or other disposition of any power facility 
or interest therein, and includes reserve or other funds created from such 
sources. Notwithstanding the provisions of section 26 of this Act or any other 
provision of law, the Corporation may pledge and use its net power proceeds for 
payment of the principal of and interest on said bonds, for purchase or redemp- 
tion thereof, and for other purposes incidental thereto, including creation of 
reserve funds and other funds which may be similarly pledged and used, to such 
extent and in such manner as it may deem necessary or desirable. ‘The Corpora- 
tion is authorized to enter into binding covenants with the holders of said bonds, 
and with the trustee, if any, under any indenture, resolution, or other agreement 
entered into in connection with the issuance thereof (any such agreement being 
hereinafter referred to as a ‘bond contract’) with respect to the establishment 
of reserve funds and other funds, provisions for insurance, charges for supply 
of power, application and use of net power proceeds, restrictions upon the sub- 
sequent issuance of bonds or the execution of leases or lease-purchase agree- 
ments relating to power properties, and such other matters, not inconsistent with 
this Act, as the Corporation may deem necessary or desirable to enhance the 
marketability of said bonds. 

“(b) Bonds issued by the Corporation under this section shall not be obliga- 
tions of, nor shall payment of the principal thereof or interest thereon be 
guaranteed by, the United States. Proceeds realized by the Corporation from 
issuance of such bonds and from power operations and the expenditure of such 
proceeds shall not be subject to apportionment under the provisions of section 
2679 of the Revised Statutes, as amended (31 U.S. C. 665), and such proceeds 
shall not be included in computations of receipts, expenditures, surpluses, or 
deficits in the budget prepared annually pursuant to section 201 of the Act of 
June 10, 1921, as amended (31 U. S. C. 11), except to the extent of the amounts 
budgeted by the Corporation for payments pursuant to subsection (f) of this 
section and payments pursuant to the provisions of title Il of the Government 
Corporations Appropriation Act, 1948. 

“(c) Bonds issued by the Corporation under this section shall be negotiable 
instruments unless otherwise specified therein, shall be in such forms and 
denominations, shall mature at such time or times not more than fifty years from 
their respective dates, shall be sold at such prices, shall bear such rates of 
interest, may be redeemable before maturity at the option of the Corporation in 
such manner and at such times and redemption premiums, may be entitled to 
such relative priorities of claim on the Corporation’s net power proceeds with 
respect to principal and interest payments, and shall be subject to such other 
terms and conditions, as the Corporation may prescribe. The Corporation shall 
sell such bonds on the basis of competitive bids, subiect to the right, if reserved, 
to reject all binds, except that, with the approval of the Secretary of the Treasury, 
the Corporation may sell such bonds by negotiation. The Corporation may 
designate trustees, registrars, and paying agents in connection with said bonds 
and the issuance thereof; may arrange for audits of its accounts and for 
reports concerning its financial condition and operations by commercial account- 
ing firms (which audits and reports shall be in addition to those required by 
sections 105 and 106 of the Act of December 5, 1945 (59 Stat. 599; 31 U. S.C, 
850-851) ), may, notwithstanding the provisions of sections 302 and 308 of the 
Act of December 6, 1945 (59 Stat. 601-602; 31 U. S. C. S67—S68), or any other 
law, but subject to any covenants contained in any bond contract, invest the 
proceeds of any bonds and other funds under its control which derive from or 
pertain to its power program in any securities approved for investment of 
national bank funds. The Corporation may perform such other acts not pro- 
hibited by law as it deems necessary or desirable to accomplish the purposes 
of this section. 

“(d) The Corporation shall consult with the Secretary of the Treasury with 
respect to the dates of issuance and maturity (including the date of any recall) 
and the terms and conditions of bonds issued under the authority of this section 
in order that the financing activities of the Corporation will not conflict with 
or hamper those of the Department of the Treasury. At least sixty days prior 
to the issuance or reca)) of any such bonds the Corporation shal) notify the 
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Secretary of the Treasury of the date of such issuance (and the maturity date 
of the bonds to be issued) or the date of such recall, and the Secretary of the 
Treasury may postpone any such date not more than ninety days. 

“(e) Bonds issued by the Corporation hereunder shall be lawful investments 
and may be accepted as security for all fiduciary, trust, and public funds, the 
investment or deposit of which is under the authority or control of any officer 
or agency of the United States. The Secretary of the Treasury or any other 
officer or agency having authority over or control of any such fiduciary, trust, 
or public funds, may at any time sell any of the bonds of the Corporation 
acquired under this section. Bonds issued by the Corporation hereunder shall 
be exempt both as to principal and interest from all taxation now or hereafter 
imposed by any State or local taxing authority except estate, inheritance, and 
gift taxes. 

“(f) From net power proceeds in excess of those required to meet the Corpo- 
ration’s obligations under the provisions of any bond or bond contract, the 
Corporation shall, for the fiscal year beginning July 1, 1957, and for each fiscal 
year thereafter, make interest payments on the appropriation investment in 
the Corporation’s power facilities. Such payments shall be made into the 
Treasury as miscellaneous receipts on or before December 31 and June 30 of 
each such fiscal year. The said appropriation investment shall consist, in any 
fiscal year, of that part of the Corporation’s total investment assigned to power 
as of the beginning of the fiscal year (including both completed plant and 
construction in progress) which has been provided from appropriations or by 
transfers of property from other Government agencies without reimbursement 
by the Corporation, less repayments of such appropriation investment made 
under title If of the Government Corporations Appropriation Act, 1948, or other 
applicable law. The total payment in each fiscal year under this subsection 
shall amount to the computed average interest rate, payable by the Treasury 
on its total marketable public obligations as of the beginning of such fiscal year, 
applied to such appropriation investment. Payments due under this subsection 
may be deferred for not more than 2 years when, in the judgment of the 
board, such payments cannot feasibly be made because of inadequacy of funds 
occasioned by drought, poor business conditions, emergency replacements, or 
other factors beyond the control of the Corporation. 

“(g¢) The Corporation shall charge rates for power which will produce gross 
revenues sufficient to provide (A) funds for operation, maintenance, and admin- 
istration of its power system; (B) payments to States and counties in lieu 
of taxes: (C) debt service on outstanding bonds, including provision and main- 
tenance of reserve funds and other funds established in connection therewith ; 
(D)) payments to the Treasury as a return on, and in reduction of, the appro- 
priation investment pursuant to subsection (f) of this section and title II of the 
Government Corporations Appropriation Act, 1948; and (E) such additional 
margin as the board may consider desirable for investment in power system 
assets, retirement of outstanding bonds in advance of maturity, reduction of 
appropriation investment, and other purposes connected with the Corporation’s 
power business, having due regard for the primary objectives of this Act 

“(h) It is hereby declared to be the intent of this section to provide the 
Corporation with adequate authority and administrative flexibility to obtain 
funds for such additional power facilities as may be needed in carrying out the 
purposes of Congress specified in this Act, by the issuance of its bonds and as 
otherwise provided herein, and this section shall be construed to effectuate such 
intent.” 

Sec. 2. Payments to the Treasury of the United States required to be made 
by the Tennessee Valley Authority under the provisions of the fifth paragraph 
under the subtitle “Independent Agencies and Corporations” in title II of the 
Government Corporations Appropriation Act, 1948 (61 Stat, 577) shall continue 
to be made at not less than the rate of payment required under such provisions, 
but such provisions shall cease to be effective when the amount to be repaid 
under such provisions has been reduced to $750,000,000, 

Sec. 3. Paragraph seventh of section 5136 of the Revised Statutes, as amended 
(12 U. 8. C. 24), is amended by inserting after “obligations of the Federal Na- 
tional Mortgage Association,” the following: “or bonds, notes, and other obliga- 
tions of the Tennessee Valley Authority,”’. 
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[S. 1869, 85th Cong., Ist sess. } 


A BILL To amend the Tennessee Valley Authority Act of 1933, as amended, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the last three paragraphs under the sub- 
title “Independent Agencies and Corporations” in title II of the Government 
Corporations Appropriation Act, 1948 (61 Stat. 576-577), are hereby repealed ; 
and the Tennessee Valley Authority Act of 1938, as amended, is hereby amended 
by inserting immediately after section 15e thereof (16 U.S. C. 881n-3) the follow- 
ing new section: 

“Src. 15d. (a) The Corporation is authorized to issue and sell bonds, notes, 
and other evidences of indebtedness (hereinafter collectively referred to as 
“bonds” ) to assist in financing its power program and to refund such bonds. The 
Corporation may, in performing functions authorized by this Act, use the pro- 
ceeds of such bonds for the construction, acquisition, enlargement, improvement, 
or replacement of any plant or other facility used or to be used for the generation 
or transmission of electric power (including the portion of any multiple-purpose 
structure used or to be used for power generation) as may be required in connec- 
tion with the lease, lease-purchase, or any contract for the power output of any 
such plant or other facility, and for other purposes incidental thereto. The prin- 
cipal of and interest on said bonds shall be payable solely from the Corporation’s 
net power proceeds as hereinafter defined. Net power proceeds are defined for 
purposes of this section as the remainder of the Corporation’s gross power rev- 
enues after deducting the costs of operating, maintaining, and administering its 
power properties (including costs applicable to that portion of its multiple-pur- 
pose properties allocated to power) and payments to States and counties in lieu 
of taxes but before deducting depreciation accruals or other charges representing 
the amortization of capital expenditures, plus the net proceeds of the sale or other 
disposition of any power facility or interest therein, and shall include reserve or 
other funds created from such sources. Notwithstanding the provisions of section 
26 of this Act or any other provision of law, the Corporation may pledge and use 
its net power proceeds for payment of the principal of and interest on said bonds, 
for purchase or redemption thereof, and for other purposes incidental thereto, 
including creation of reserve funds and other funds which may be similarly 
pledged and used, to such extent and in such manner as it may deem necessary 
or desirable. The Corporation is authorized to enter into binding covenants 
with the holders of said bonds—and with the trustee, if any—under any inden- 
ture, resolution, or other agreement entered into in connection with the issuance 
thereof (any such agreement being hereinafter referred to as a “bond contract” ) 
with respect to the establishment of reserve funds and other funds, provisions for 
insurance, charges for supply of power, application and use of net power proceeds, 
restrictions upon the subsequent issuance of bonds or the execution of leases or 
lease-purchase agreements relating to power properties, and such other matters, 
not inconsistent with this Act, as the Corporation may deem necessary or desir- 
able to enhance the marketability of said bonds. The issuance and sale of bonds 
by the Corporation and the expenditure of bond proceeds for the purposes speci- 
fied herein, including the addition of getrerating units to existing power-producing 
projects and the construction of additional power-producing projects, shall not 
be subject to the requirements or limitations of any other law: Provided, how- 
ever, That except with the approval of the President during a period of national 
defense emergency declared by the President or by the Congress, no such bond 
proceeds, nor any power revenues, shall be used to initiate the construction of an 
additional power-producing project until (1) the Corporation notifies the Presi- 
dent and the Congress of its plan to construct such additional project, and (2 
following such notification a period of sixty days of a single session of Congress 
elapses without the enactment of legislation disapproving such construction. 

“(b) Bonds issued by the Corporation hereunder shall not be obligations of, nor 
shall payment of the principal thereof or interest thereon be guaranteed by, the 
United States. Proceeds realized by the Corporation from issuance of such bonds 
and from power operations and the expenditure of such proceeds shall not be sub- 
ject to apportionment under the provisions of Revised Statutes 3679, as amended 
(31 U. 8S. C. 665), and such proceeds and bonds shall not be included in computa- 
tions of receipts, expenditures, surpluses, or deficits in the Budget prepared annu- 
ally pursuant to section 201 of the Act of June 10, 1921, as amended (31 U. 8. C. 
11), except to the extent of the amounts budgeted by the Corporation for pay- 
ments pursuant to subsection (e) hereof on account of the appropriation invest- 
ment as therein defined, and for reduction of said investment. 
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“(c) Bonds issued by the Corporation under this section shall be negotiable 
instruments unless otherwise specified therein, shall be in such forms and de- 
nominations, shall be sold at such times and in such amounts (following such 
consultations with the Secretary of the Treasury with respect thereto as the 
Board may deem feasible), shall mature at such time or times not more than 
fifty years from their respective dates, shall be sold at such prices, shall bear 
such rates of interest, may be redeemable before maturity at the option of the 
Corporation in such manner and at such times and redemption premiums, may be 
entitled to such relative priorities of claim on the Corporation’s net power pro- 
ceeds with respect to principal and interest payments, and shall be subject to 
such other terms and conditions, as the Corporation may determine. The Cor- 
poration, may sell such bonds by negotiation or on the basis of competitive bids, 
subject to the right, if reserved, to reject all bids; may designate trustees, 
registrars, and paying agents in connection with said bonds and the issuance 
thereof; may arrange for audits of its accounts and for reports concerning its 
financial condition and operations by commercial accounting firms (which 
audits and reports shall be in addition to those required by sections 105 and 
106 of the Act of December 6, 1945 (59 Stat. 599: 31 U. S. C. 850-851), may, 
notwithstanding the provisions of sections 302 and 303 of the Act of December 
6, 1945, as amended (59 Stat. 601-602, 70 Stat. 667; 31 U. 8. C. 867-868), or any 
other law, but subject to any covenants contained in any bond contract, invest 
the proceeds of any bonds and other funds under its control which derive from 
or pertain to its power program in any securities approved for investment of 
national bank funds and deposit said proceeds and other funds, subject to with- 
drawal by check or otherwise, in any Federal Reserve Bank or bank having 
membership in the Federal Reserve System; and may perform such other acts 
not prohibited by law as it deems necessary or desirable to accomplish the pur- 
poses of this section. Bonds issued by the Corporation hereunder shall contain 
a recital that they are issued pursuant to this section, and such recital shall be 
conclusive evidence of the regularity of the issuance and sale of such bonds 
and of their validity. The annual report of the Board filed pursuant to section 
9 of this Act shall contain a detailed statement of the operation of the provisions 
of this section during the year. 

“(d) Bonds issued by the Corporation hereunder shall be lawful investments 
and may be accepted as security for all fiduciary, trust, and public funds, the 
investment or deposit of which shall be under the authority or control of any 
officer or agency of the United States. The Secretary of the Treasury or any 
other officer or agency having authority over or control of any such fiduciary, 
trust, or public funds, may at any time sell any of the bonds of the Corporation 
acquired by them under this section. Bonds issued by the Corporation here- 
under shall be exempt both as to principal and interest from all taxation now 
or hereafter imposed by any State or local taxing authority except estate, in- 
heritance, and gift taxes. 

“(e) From net power proceeds in excess of those required to meet the Cor- 
poration’s obligations under the provisions of any bond or bond contract, the 
Corporation shall, beginning with fiscal year 1958, make payments into the 
Treasury as miscellaneous receipts on or before December 31 and June 30, of 
each fiscal year as a return on the appropriation investment in the Corporation’s 
power facilities. The said appropriation investment shall consist, in any fiscal 
year, of that part of the Corporation's total investment assigned to power as of 
the beginning of the fiscal year (including both completed plant and construction 
in progress) which has been provided from appropriations or by transfers of 
property from other Government agencies without reimbursement by the Cor- 
poration, less repayments of such appropriation investment made under title IT 
of the Government Corporations Appropriation Act, 1948, this Act, or other 
applicable legislation. The payment in each fiscal year shall be equal to the 
computed average interest rate payable by the Treasury upon its total marketable 
publie obligations as of the beginning of said fiscal year applied to said appro- 
priation investment. Payments due hereunder may be deferred for not more 
than two years when, in the judgment of the Board of Directors of the Corpora- 
tion, such payments cannot feasibly be made because of inadequacy of funds 
cecasioned by drought, poor business conditions, emergency replacemepts, or 
other factors beyond the control of the Corporation. 

“(f) The Corporation shall charge rates for power which will produce gross 
revenues sufficient to provide funds for operation, maintenance, and administra- 
tion of its power system; payments to States and counties in lieu of taxes; 
debt service on outstanding bonds, including provision and maintenance of re- 
serve funds and other funds established in connection therewith; payments to 
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the Treasury as a return on the appropriation investment pursuant to subsec- 
tion (e) hereof; and such additional margin as the Board may consider desirable 
for investment in power system assets, retirement of outstanding bonds in ad- 
vance of maturity, reduction of appropriation investment, and other purposes 
connected with the Corporation’s power business, having due regard for the 
primary objectives of the Act, including the objective that power shall be sold 
at rates as low as are feasible. In order to protect the investment of holders 
of the Corporation’s securities and the appropriation investment as defined in 
subsection (e) hereof, the Corporation, during each successive five-year period 
beginning with the period from July 1, 1957, through June 30, 1962, shall apply 
net power proceeds either in reduction (directly or through payments into re- 
serve or sinking funds) of its capital obligations, including bonds and the ap- 
propriation investment or to reinvestment in power assets, at least to the extent 
of the combined amount of the aggregate of he depreciaion accruals and other 
charges representing the amortization of capital expenditures applicable to its 
power properties plus the net proceeds realized from any disposition of power 
facilities in said period. 

“(g) Power generating and related facilities operated by the Corporation 
under lease and lease-purchase agreements shall constitute power property held 
by the Corporation within the meaning of section 13 of this Act, but that portion 
of the payment due for any fiscal year under said section 13 to a State where 
such facilities are located which is determined or estimated by the Board to 
result from holding such facilities or selling electric energy generated thereby 
shall be reduced by the amount of any taxes or tax equivalents applicable to 
such fiscal year paid by the owners or others on account of said facilities to said 
State and to local taxing jurisdictions therein. In connection with the con- 
struction of a generating plant or other facilities under an agreement providing 
for lease or purchase of said facilities or any interest therein by or on behalf 
of the Corporation, or for the purchase of the output thereof, the Corporation 
may convey in the name of the United States by deed, lease, or otherwise, any 
real property in its possession or control, may perform engineering and con- 
struction work and other services, and may enter into any necessary contractual 
arrangements. 

“(h) It is hereby declared to be the intent of this section to aid the Corpora- 
tion in discharging its responsibility for the advancement of the national de- 
fense and the physical, social and economic development of the area in which it 
conducts its operations by providing it with adequate authority and adminis- 
trative flexibility to obtain the necessary funds with which to assure an ample 
supply of electric power for such purposes by the issuance of bonds and as other- 
wise provided herein, and this section shall be construed to effectuate such 
intent.” 

Sec. 2. Paragraph seventh of section 5136 of the Revised Statutes (12 U. S. C. 
24), as amended, is further amended by inserting after the words “obligations 
issued by the International Bank for Reconstruction and Development which 
are at the time eligible for purchase by a national bank for its own account” 
the words “, nor to bonds, notes and other obligations issued by the Tennessee 
Valley Authority,” and by substituting for the words “said bank” in the imme- 
diately following proviso the words “either of said organizations”. 


Senator Kerr. We also have several communications that will be 
incorporated in the record at this point. These letters are as follows: 
A report from the Bureau of the Budget dated April 29, 1957; a 
report from the Tennessee Valley Author ity dated April 26, 1957 ; 
a report from the Comptroller General of the United St: tes dated 
April 26, 1957; and a report from the Secretary of the Treasury dated 
Apeil 30, 1957. 

(The reports referred to are as follows :) 

EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington D. C., April 29, 1957. 
Hon. DENNIS CHAVEZ, 


Chairman, Committee on Public Works, 
United States Senate, Washington, D. C. 


My Dear Mr. CHarrMAn: This will acknowledge your letter of April 15, 1957, 
inviting the Bureau of the Budget to comment on S. 1855, a bill to amend the 





AMENDING THE TVA ACT 7 


Tennessee Valley Authority Act of 1933 in order to authorize the Tennessee 
Valley Authority to undertake certain financing activities and to require certain 
payments to the United States, and for other purposes, and 8S. 1869, a related bill 
to amend the Tennessee Valley Authority Act of 1933, as amended, and for other 
purposes. ‘ 

In our opinion, the following principles should be embodied in any legislation 
authorizing the Tennessee Valley Authority to finance new generating facilities 
by the sale of revenue bonds: 

1. The legislation should provide for executive and legislative review, as now 
applies to all wholly owned Government corporations under the terms of the 
xovernment Corporation Control Act, of proposed expenditure plans for new 
or expanded power facilities. 

2. The legislation should provide for payment of interest on, and the orderly 
retirement of, the existing appropriation investment in Tennessee Valley Au- 
thority power facilities. 

3. Legislation should be so drawn as to limit the maximum amount of bonds 
that muy be outstan:ing at any one time so that the Congress will be enabled 
to make a review of the effect of revenue bond financing after a reasonable 
period of time in operation. 

4. The legislation should be limited to Tennessee Valley Authority’s financing 
problems and should not alter Tennesee Valley Authority’s presently authorized 
basic functions. 

S. 1855 appears to embody more of the principles stated above than does S. 
1869. There are, however, certain amendments to 8S. 1855 which we would like 
to recommmend to bring this bill into conformity with the administration’s 
suggestions. These amendments are discussed below. 

1. Although the administration previously endorsed a limitation of $750 
million on outstanding TVA bonds, a reappraisal of this matter has led us to 
favor a lower limit in order to permit an earlier review of the revenue bond 
experience by the President and the Congress. We, therefore, recommended 
that on page 2, line 2, the figure “$750 million” be deleted and “$200 million” 
be substituted therefor. 

2. It has been our understanding that it is not intended in this bill to modify 
existing budgetary or Treasury financing procedures as set forth in the Govy- 
ernment Corporation Control Act. Since testimony on other related bills has 
not been entirely clear on this point, we believe that the following language 
should be inserted after the word “thereto” on line 16 of page 2: “No such 
bonds shall be issued or sold, nor shall the proceeds thereof be used, except as 
necessary for such of the foregoing purposes as may be approved by the Con- 
gress in connection with its consideration of the Corporation’s budget programs 
transmitted by the President pursuant to the provisions of the Government Cor- 
poration Control Act, as amended (31 U. 8. C. 841-871).” 

3. We believe that present provisions of law with respect to the treatment of 
proceeds from bond issues and power operations and the expenditure of such 
proceeds with respect to apportionment and definition of budget terms in TVA 
budget should be retained. This will make TVA subject to the same provisions 
of law as are other Government corporations in regard to these matters. To 
this end, it is recommended that on page 4 all of subsection (b) except the first 
sentence be deleted. 

4. We recommend that the use of the power revenues of the Corporation for 
the expansion of power facilities be subject to the approval of the Congress in 
connection with action on the President’s budget recommendations. To accom- 
plish this, we would suggest the addition of the following new subsection (i) 
on page 9 following subsection (h) : 

“(i) Notwithstanding section 26 of the Tennessee Valley Authority Act, as 
amended, none of the power revenues of the Tennessee Valley Authority shall 
be used for construction of any power producing units, installations, or projects 
(except for replacement purposes) except as may be made available by the 
Congress after consideration of budget programs transmitted by the President, 
pursuant to the Government Corporation Control Act, as amended.” 

5. On June 30, 1956, the net Treasury investment represented by appropria- 
tions, transfers and bonds amounted to $1,219,499,000. In addition, the ac- 
cumulated net power revenue which had been reinvested in the TVA power 
program amounted to $355,287,000. It is estimated that by June 30, 1958, the 
accumulated net power income will total $473,174,000. TVA has earned ap- 
proximately 4 percent on its power investment, which of course, does not recog- 
nize any interest payment on the appropriated funds invested in power facilities. 
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Under the provisions of subsection (f) of S. 1855 an interest payment will be 
required. Based on information furnished to us by the TVA, earnings will be 
more than sufficient to provide for this interest charge and leave a balance for 
reinvestment in power facilities or the return of the Government power invest- 
ment. Under these circumstances, we believe the existing repayment provisions 
set forth in title II of the Government Corporation Appropriation Act of 1948 
(61 Stat. 576-577) should be retained. We, therefore, recommend the dele- 
tion of section 2 on page 9 of S. 1855. 

6. In line with the recommendations made in the annual audit reports of 
the General Accounting Office, and in accord with the current policy with respect 
to self-supporting Government enterprises, it is recommended that the follow- 
ing new section 4 be added on page 9: 

“Sec. 4. The Tennessee Valley Authority Act of 1933, as amended, is hereby 
amended by inserting after the last paragraph of section 3 thereof (16 U. 8. C. 
83 Ib) a new paragraph as follows: 

“ “The Corporation shall contribute to the civil-service retirement and disability 
fund, on the basis of annual billings as determined by the Civil Service Commis- 
sion, for the Government’s share of the cost of the civil-service retirement system 
applicable to the Corporation’s employees and their beneficiaries. The Corpora- 
tion shall also contribute to the employee’s compensation fund, on the basis of 
annual billings as determined by the Secretary of Labor, for the benefit payments 
made from such fund on account of the Corporation’s employees. The annual 
billings shall also include a statement of the fair portion of the cost of the 
administration of the respective funds, which shall be paid by the Corporation 
into the Treasury as miscellaneous receipts.’ ” 

We are authorized to advise you, if modified along the lines recommended 
above enactment of S. 1855 would be in accord with the program of the President. 

Sincerely yours, 
A. R. Jones, Acting Director. 


TENNESSEE VALLEY AUTHORITY, 
Knorville, Tenn., April 26, 1957. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
Senate Office Building, Washington, D. C. 

DeAR SENATOR CHAVEZ: This is in response to your letters of April 15, 1957, 
requesting an expression of our views concerning 8S. 1855 (by Mr. Cooper) and 
S. 1869 (by Mr. Kerr, Mr. Hill, Mr. Gore, Mr. Kefauver, Mr. Stennis, Mr. East- 
land, and Mr. Sparkman). 

The purpose of both of these bills is to authorize the issuance by TVA of 
revenue bonds to finance additions to the TVA power system. S. 2378 was intro- 
duced by Senator Kerr in the 84th Congress to accomplish this same purpose. 
TVA’s report on 8S. 2373 is a part of the record of the hearings conducted by 
your committee in the summer of 1955. In the interests of brevity, and for 
the convenience of the committee, we are limiting this report to a discussion 
of the differences between S. 1855 and S. 1869. 


1. Congressional and budget approvals 

S. 1855 contains no specific provisions concerning congressional and Budget 
Bureau approvals of bond issues or use of bond proceeds, except in the special 
case of their use to build facilities outside the area now served with TVA 
power. In that special case, advance affirmative approval by Congress would 
be required. In all other cases the extent of budgetary and congressional review 
would be governed by title I of the Government Corporation Control Act. 

It is our understanding of title I of that act—an understanding that was 
reflected in the TVA bond financing proposals when first drafted by TVA in 
1955—that Government corporations authorized to issue bonds are obligated to 
include in their budget presentations their estimates of the amounts of bonds 
they expect to issue during the fiscal year covered thereby, and that they may 
proceed with the budget program as presented, or depart from such estimates 
if unforeseen conditions arise during the year which make a departure desir- 
able, unless Congress by legislation restricts their right to do so. However, the 
Bureau of the Budget, in recommending to the committee in the last Congress 
that the TVA version of the bond-financing bill be revised to include a require- 
ment for advance approval by Congress for the sale of the bonds, justified the 
recommendation not as a departure from the Control Act but as a clarification 
of its requirements. 
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This raises a question with which 8. 1855 does not specifically deal. This bill 
contains the same language in this connection as bills incorporating the pro- 
posals originally drafted by the TVA (S. 2373, H. R. 6575, and H. R. 6576, 84th 
Cong., and H. R. 3236 and H. R. 4266, 85th Cong.). We would construe it in 
accordance with our understanding of the pertinent provisions of the Govern- 
ment Corporation Control Act as set out above. However, in view of the ques- 
tion which has been raised, it is believed that a direct expression of the intent 
of Congress on this point in the TVA bond-financing legislation would be destr- 
able. 

S. 1869 provides such a clear statement of the congressional intent. It pro- 
vides that the issuance and sale of bonds and the expenditure of bond pro- 
ceeds shall not be subject to the requirements or limitations of any law other 
than the TVA Act as amended by the bill. As under our interpretation of the 
other bills, TVA would continue to provide full information on its program in 
its budget submissions, subject in the same way to possible departures from 
estimates to meet changed conditions except to the extent that Congress enacted 
legislation preventing such adjustments. However, 8S. 1869 adds two limita- 
tions: First, except with the approval of the President during a national- 
defense emergency, bond proceeds (and power revenues) could not be used to 
begin construction of a new generating plant until TVA had notified the Presi- 
dent and Congress of its plan to construct the plant and, following such notifica- 
tion, 60 days of a single session of Congress elapsed without the enactment 
of legislation disapproving such construction. Second, TVA would be directed 
to include in each of its annual reports a detailed statement of bonds issued 
and the use made of bond proceeds during the year, as well as of the operation 
of the new legislation in other respects. 

2. Service area limitation 

S. 1855 contains a provision, briefly noted above, that would limit the loca- 
tion of bond-financed facilities to “the area regularly served during the month 
of February 1957 with the electric power” generated by TVA, unless “author- 
ized by law after the Corporation has submitted to the Congress and the Bureau 
of the Budget a request for such authorization.” 

The restriction covers generating as well as transmission facilities. Such a 
restriction could lead to uneconomical construction and operation. For exam- 
ple, a generating plant located near but outside the market area could prove 
to be the most economical location for service to this area, because of major 
savings in costs of fuel transportation. Similarly, the bill would preclude the 
use of bond proceeds to provide new delivery points for existing TVA distribu- 
tors outside the area described, and even to establish new interchange facilities 
outside such area. 

5S. 1869 makes no change in present law with respect to service area. It 
does, however, require that TVA give advance notification to the President and 
Congress before beginning construction of any new generating plant, regardless 
of location, as described in point 1 above. 


3. Ceiling upon bonds 


S. 1855 places a $750 million limitation upon the amount of bonds that could 
be outstanding at any one time. S. 1869 does not provide for a ceiling. The 
authority to issue bonds would be exhausted under such a ceiling within a 
relatively few years, and there would be uncertainty in the meantime as to 
TVA’s long-term ability to finance power capacity. 

,. Restriction upon use of power revenues 

S. 1855 retains the provisions in the Government Corporations Appropriation 
Act, 1948, which prohibit the use of power revenues to initiate construction of 
new generating plants (as distinguished from addition of new generating units 
at existing plants) without prior congressional approval. S. 1869 repeals this 
prohibition as to power revenues, but substitutes the requirement, described in 
point 1 above, that TVA give advance notification to the President and Con- 
gress before using either power revenues or bond proceeds to begin construction 
of a new plant. 

The 1948 appropriation act prohibition was enacted at a time when TVA 
depended largely upon appropriations as a source of capital for financing power 
construction. As such, it served the purpose of insuring that TVA would not 
commit Congress to new appropriations by beginning construction of plants 
With a small amount of revenues and thereby as a practical matter obligating 
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Congress to appropriate the money required for their completion. With pri- 
mary reliance shifted from appropriations to the issuance of bonds, this reason 
for the prohibition no longer exists. 
5. Payment of a return on the appropriation investment of the United States 

S. 1855 and S. 1869 both provide for an annual payment on the appropriation 
financed investment measured by the going interest rate on all marketable 
obligations of the Treasury. S. 1869 designates this annual payment as a return, 
recognizing the Federal Government’s position as owner of the enterprise. S. 
1855 describes the payment as interest. The latter description would imply that 
the Government was a creditor while it continued in fact to exercise the prercoga- 
tives of ownership. 
6. Requirement for repayment of the appropriation investment 

S$. 1855 retains the 40-year payment provision of the 1948 appropriation act 
until the appropriation investment in the TVA power system has been reduced 
to $750 million. TVA would thus be required both to reduce the appropriation 
investment under the 1948 act and at the same time, as noted in point 5 above, 
to pay interest on the appropriation investment. This combination would be 
financially burdensome, particularly at a time when bonds were being issued to 
finance expansion. 

S. 1869 repeals the 1948 appropriation act payment provisions but substitutes 
a requirement that the Corporation, during each 5-year period beginning July 
1, 1957, shall apply net power proceeds either in reduction of its capital obliga- 
tions, including bonds and the appropriation investment, or to reinvestment in 
power assets, at least to the combined extent of depreciation accruals and certain 
other specified charges. This would insure integrity of the Government’s invest- 
ment without requiring its rapid reduction at the same time that outside 
borrowings are necessary to meet load growth. 


7. Treasury control 

S. 1855 requires that TVA notify the Secretary of the Treasury at least 60 
days in advance of issuance or recall of bonds, and that TVA consult with the 
Secretary concerning dates of issuance and terms and conditions of bonds “in 
order that the financing activities of the Corporation will not conflict with or 
hamper those of the Department of the Treasury.” It also allows the Secretary 
to postpone any proposed date of issue or recall not more than 90 days. The 
combined delay of up to 150 days would add to the difficulties of scheduling 
construction in accordance with needs for new capacity. It would also impair 
TVA’s ability to take prompt advautage of favorable conditions in the bond 
market in scheduling bond sales. We presume that the foregoing provisions for 
Treasury clearance contained in 8S. 1855 were intended as a substitute for those 
of section 303 (a) of the Government Corporation Control Act, but the bill does 
not expressly so provide. 

S. 1869 provides that TVA shall determine the timing of bond sales and the 
amounts of bonds to be issued following such consultations with the Secretary 
of the Treasury with resnect thereto as the TVA Board may deem feasible. 

S. 1869 authorizes deposits of bond proceeds with Federal Reserve binks or 
member banks. This would permit TVA to make time deposits on which it would 
receive interest pending use for construction purposes. S. 1855 leaves this point 
to be governed by the Government Corporation Control Act, which requires that 
corporate banking or checking accounts be kept with the Treasurer of the United 
States unless the Secretary of the Treasury permits otherwise. 

S. 1869 authorizes sales of bonds on the basis of either competitive bids or 
negotiation. There may be circumstances in which it would be to the interests 
of TVA to sell its bonds by negotiation. SS. 1855 authorizes such sales only if 
approved by the Secretary of the Treasury. 

8. Lease and lease-purchase agreements 

S. 1855 and S. 1869 both authorize use of bond proceeds as may be required 
in connection with the lease or lease-purchase of any electric plant or facility. 
However, S. 1855 lacks, whereas S. 1869 includes, provisions which are essen- 
tion if such arrangements are to be feasible. S. 1869 includes an authoriza- 
tion to TVA to provide certain services as a means of assuring that such plants 
would be constructed economically and to TVA’s engineering standards, and 
which might be needed for such construction to be feasible at all. In addition, 
S. 1869 includes provisions needed to avoid duplication of tax and in lieu tax- 
payments to State and local governments on facilities operated under lease or 
lease-purchase arrangements. 
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9. Other differences between the two bills 

(a) S. 1855 contains a provision authorizing use of bond proceeds for re- 
tinancing an electric piant or facility whether originally financed with the pro- 
ceeds of such bonds or not. S. 1869 does not contain such a provision. We do 
not consider the provision desirable. If it was intended to permit the issuance 
of refunding bonds it is not needed, because refunding is authorized in a pre- 
ceding provision. The only other application of this provision would seem to 
be the possible issuance of bonds to retire part or all of the appropriation in- 
vestment, in addition to the requirement noted above under point 6 that such 
investment be reduced by payments under the 1948 appropriation acte to $750 
million. Such refinancing could leave the TVA power system financed entirely 
or predominantly with bonds, a capitalization which is not financially feasible 
and in the case of a private utility would not be permitted. 

(b) S. 1869 contains a desirable provision which makes clear that the sale of 
power at low rates continues to be one of the primary objectives of the TVA 
Act, unaffected by the change in financing methods. S. 1855 omits this pro- 
vision. 

(c) S. 1869 contains appropriate language declaring that the new legisla- 
tion is intended to be in furtherance of the discharge by TVA of its responsi- 
bility for advancement of national defense and of the physical, social, and eco- 
nomic development of the area in which it operates. S. 1855 does not contain 
this language. 

(d) S. 1869 contains a useful technical provision to the effect that a statement 
in TVA bonds that they are regularly issued shall constitute conclusive evidence 
of their validity. S. 1855 does not contain such a provision. 

(e) S. 1855 authorizes national banks to deal in or underwrite TVA obliga- 
tions without limitation. Under S. 1869, a national bank would be authorized 
to underwrite and purchase TVA obligations only up to a maximum of 10 per- 
cent of its unimpaired paid-in capital and unimpaired surplus and, as respects 
purchases, subject to applicable Treasure regulations. 

There is an apparent error in punctuation on page 2 of S. 1869. If a semi- 
colon is inserted on line 9 of that page immediately before the words “as may 
be”, and the comma on line 11 is also changed to a semicolon, the sentence will 
clearly have the meaning which we believe was intended. 

A majority of the Board of Directors believes that the enactment of S. 1869 
would provide TVA with an additional source of funds with which to con- 
struct the facilities required to keep pace with the power needs in the Tennessee 
Valley area, under provisions which would permit TVA to operate efficiently 
and in accordance with the highest standards for conducting a public business 
enterprise. The bill is consistent with and would advance the attainment of the 
objectives of the TVA Act. Because of provisions referred to earlier in this 
report, the majority of the Board of Directors believes that S. 1855 if enacted 
in its present form would fail to provide an effective financing vehicle and would 
create problems of administration which would jeopardize TVA’s ability to carry 
out the purposes of the TVA in the future. 

The Chairman, while agreeing that S. 1869 represents an optimum proposal 
from the standpoint of providing flexibility of planning and ease of construction 
by TVA, is of the opinion that TVA, as an agency of the Government, would 
be relieved of a large measure of harmful criticism by conforming as closely 
as possible to provisions governing control of other Government-owned opera- 
tions; for that reason the bill should not result in material modification of the 
language or intent of the Government Corporation Control Act. He also feels 
that it is advantageous to provide for the definite retirement of the existing 
Government appropriation investment down to a reasonable base. Clarification 
would be desirable in both bills on the question of expanding the capacity of 
existing plants without specific authority of Congress in each case. In his 
opinion, 8S. 1855 comes closer than 8S. 1869 to accomplishing these purposes and 
would result in a workable plan under which TVA can continue to carry out 
its responsibilities as sole source of power supply within the region it serves. 

In view of a request received from the clerk of your committee that we submit 
our comments on these bills before April 30, we have not been able to sub’ t this 
letter to the Bureau of the Budget for advice as to the relationship of the views 
expressed to the President’s program. However, the Chairman has cousulted 
with the Bureau, which has asked him to refer the committee to the Bureau’s 
views, as stated in a letter dated April 11, 1957 (copy attached) to Chairman 
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Charles A. Buckley of the House Committee on Public Works, on the two TVA 
financing bills which have been introduced in the House of Representatives. 
Sincerely yours, 
HERBERT D. VOGEL, 
Chairman of the Board. 





EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., April 11, 1957. 
Hon. CHaries A. BUCKLEY, 
Chairman, Committee on Public Works, 
House of Representatives, Washington, D. C. 

My Dear Mr. CHAIRMAN: The President in his last two budget messages has 
recommended that the Tennessee Valley Authority be authorized to finance new 
generating facilities by the sale of revenue bonds. In our opinion, the following 
principles should be embodied in any such revenue bond legislation: 

(1) The legislation should provide for executive and legislative review, as 
now applies to all wholly owned Government corporations under the terms of 
the Government Corporation Control Act, of proposed expenditure plans for new 
or expanded power facilities. 

(2) The legislation should provide for payment of interest on, and the orderly 
retirement of, the existing appropriation investment in Tennessee Valley Au- 
thority power facilities. 

(3) Legislation should be so drawn as to limit the maximum amount of 
bonds that may be outstanding at any one time, so that the Congress will be 
enabled to make a review of the effect of revenue bond financing after a reason- 
able period of time in operation. 

(4) The legislation should be limited to Tennessee Valley Authority's financ- 
ing problems and should not alter Tennessee Valley Authority’s presently 
authorized basic functions. 

Inasmuch as the provisions of H. R. 3236 and H. R. 4266 are inconsistent with 
these principles, their enactment would not be in accord with the program of 
the President. 

Sincerely yours, 
Ropwert E. MERRIAM, 
Assistant Director. 





COMPTROLLER GENERAL OF THE UNITED STATES, 
April 26, 1957. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate. 

DeaR Mr. CHAIRMAN: Reference is made to your letters of April 15, 1957, 
requesting our comments on the bills 8. 1869 and 8S. 1855. 

The purpose of both bills is to provide for the financing of further expansion 
of TVA power-generating facilities by the sale of bonds to the public by TVA 
itself. As you know, bills for the same purpose were introduced in the 84th 
Congress, and we gave your committee our views on two of these bills (S. 2373 
and 8S. 3964) by letters dated July 26, 1955, and June 20, 1956. Our position 
then, as now, was that the financing of Governmental activities of this charac- 
ter should be by appropriations made by the Congress. We believe that if, to 
obtain needed funds, borrowing from the public is necessary, it should be done 
by the Secretary of the Treasury under the authority of the Second Liberty 
Loan Act, as amended. That act provides, among other things, a limitation on 
the total amount of direct and guaranteed obligations of the United States which 
may be outstanding at any one time. While both S. 1869 and 8. 1855 provide 
that the bonds to be issued by TVA shall not be of obligations of, nor guaran- 
teed by the United States, we believe that the investing public would regard 
them otherwise. As a practical matter, they would be moral and equitable obli- 
gations of the Government, since they would be issued by a wholly owned cor- 
porate instrumentality of the United States. In our opinion, the exclusion of 
TVA borrowings from the public debt would obscure the true financial facts of 
the Government's debt position. Our further comments on the two bills are as 
follows: 
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S. 1869 

S. 1869 is essentially the same as 8. 2373, 84th Congress. Differences in 
S. 1869 appear to be principally for purposes of clarification. One of these 
differences emphasizes sharply the reasons for our major criticisms of the pre- 
vious bill. 8S. 1869 provides (pp. 3-4) that: 

“The issuance and sale of bonds by the Corporation and the expenditure of 
bond proceeds * * * shall not be subject to the requirements or limitations of 
any other law: * * *.” 

This language would grant practically unlimited authority to TVA in the 
expansion of its power program. We do not believe that any Government 
agency should be granted such freedom from the normal controls exercised over 
governmental activities. Because of the great dependence of the TVA system 
on the Government as a consumer (sales to other Government agencies consti- 
tuted over 55 percent of total TVA power sales in fiscal year 1956) we believe 
the Congress and the executive branch should exercise unusually close control 
over any TVA expansion program. 

3y using the appropriation method of financing, the Congress would be 
placed in a position to review, annually, TVA needs which can be weighed 
against the overall picture of revenues and expenditures of the Government. 
The Government Corporation Control Act, 1945, was enacted by the Congress 
in order to exercise better controls over the corporations of the Government. 
The proposed legislation would exempt TVA from the provisions of sections 
302 and 303 of that act. Section 303 (a) of the act requires the Secretary 
of the Treasury to approve the form, denomination, maturity, interest rate, 
terms and conditions, manner of issuance, and price of all obligations issued 
by Government corporations. The purpose of this provision was to assure 
cooperation between Government corporations and the Treasury in the issuance 
of corporate obligations and unification of the financial policy of the Govern- 
ment. See House Report No. 856, 79th Congress, page 10. The overall Federal 
fiscal and debt management responsibilities of the Treasury Department might 
be seriously ‘affected by permitting uncoordinated borrowings from the public 
by another Government agency. 

In addition to the foregoing major criticisms of 8. 1869, we invite the com- 
mittee’s attention to our other comments on 8. 2373 which are contained in the 
enclosed copy of our letter of July 26, 1955, to the committee, and which are 
equally applicable to 8. 1869. 


For the reasons indicated, we do not recommend favorable consideration 
of S. 1869. 


NS. 1850 


S. 1855 is a compromise bill which attempts to resolve the divergent provisions 
of previous bills for TVA self-financing. While the bill meets some of the 
objections we have made to 8. 1869, certain fundamental deficiencies remain. 

The reasons we believe S. 1855 is preferable to 8. 1869 follow: 

1. Provision is made for a definite plan for repayment of part of the Govern- 
ment’s investment in TVA’s power program. 

2. A ceiling of $750 million is placed on the total amount of bonds outstanding 
at any one time. 

3%. The use of bond proceeds for purposes of expansion outside of TVA’s present 
service area, as defined in the bill, requires Congressional authorization. 

4. The use of power revenues for construction of new power-producing projects 
remains subject to congressional authorization under title II of the Government 
Corporations Appropriation Act, 1948. For practical purposes, however, such 
congressional control would lose its effectiveness since bond proceeds could be 
used for this purpose within TVA’s existing service area without congressional 
approval. 

5. The bill does not give TVA authority to convey real property and to perform 
engineering and construction work in connection with the lease or purchase of 
power facilities or the purchase of the output of such facilities. 

Our objections to S. 1855 are basically the same as those we have to S. 1869. 
We believe that prior congressional approval should be required for construc- 
tion of new power facilities. TVA has stated that its anticipated need for 
financing expansion of its power facilities for the next several years is approxi- 
mately $150 million a year. Further, we see no reason to exempt TVA from 
the provisions of sections 302 and 308 of the Government Corporation Control 
Act, and we are particularly concerned with its exemption from control by the 
Secretary of the Treasury as to the terms and conditions of the bonds to be 
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issued. While we recognize that S. 1855 would give the Secretary of the Treasury 
authority to postpone the date of issuance or recall of bonds for up to 90 days, 
we do not believe this is sufficient to insure that the financing activities of TVA 
would not conflict with or hamper those of the Treasury Department. Finally, 
S. 1855 would authorize TVA to enter into binding covenants with bondholders 
with respect to, among other things, charges for supply of power, the application 
and use of net power proceeds, and other matters deemed necessary to enhance 
the marketability of the bonds. This broad authority might result in commit- 
ments by TVA which would give the bondholders a degree of controll over the 
power operations of TVA inconsistent with its status as a wholly owned Federal 
agency and the Government’s present status as a consumer of over half TVA’s 
total power output. 
Accordingly, we do not recommend favorable consideration of S. 1855. 
Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


TREASURY DEPARTMENT, 
April 30, 1957. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate, Washington, D. C. 

My Dear Mr. CHAIRMAN: Reference is made to your request for the views 
of this Department on 8S. 1855, to amend the Tennessee Valley Authority Act 
of 1933 in order to authorize the Tennessee Valley Authority to undertake 
certain financing activities and to require certain payments to the United States, 
and for other purposes. 

VYhe Treasury Department favors the objectives of the bill, i. e., to authorize 
the Tennessee Valley Authority to issue revenue bonds and sell them in the 
open market for the purpose of obtaining additional capital to finance its 
operations. However, the Department believes that S. 1855 should be revised 
in the following particulars: 

(1) The issuance of obligations by the TVA should be subject to the approval 
of the Secretary of the Treasury. 

(2) Funds of the Corporation should be kept in the Treasury, or, with the 
approval of the Secretary of the Treasury, in Federal Reserve banks or banks 
designated as depositaries of fiscal agents of the United States. 

(3) TVA should be required to submit a capital budget program for advance 
approval by the President and the Congress and its operations should be in- 
chuded in the budget. 

(4) TVA should be required to pay interest to the Treasury on the Govern- 
ment’s appropriation investment in power facilities at a rate based on the 
average rate on: marketable public debt obligations having a maturity of fifteen 
or more years. 

(5) Although there would be no objection to permitting national banks to 
deal in or underwrite TVA obligations, they should not be permitted to hold 
such obligations for their own account in amounts exceeding ten percent of 
unimpaired capital and surplus. 

The Department has been advised by the Bureau of the Budget that there is 
no objecton to the submission of this report to your committee. 

Very truly yours, 
W. RANDOLPH BURGESS, 
Acting Secretary of the Treasury. 


TREASURY DEPARTMENT, 
April 30, 1957. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate, Washington, D. C. 

Mr. DEAR Mr. CHAIRMAN: Reference is made to your request for the views of 
this Department on S. 1869, to amend the Tennessee Valley Authority Act of 1933, 
as amended, and for other purposes. 

The Treasury Department favors the objectives of the bill, i. e., to authorize 
the Tennessee Valley Authority to issue revenue bonds and sell them in the 
open market for the purpose of obtaining additional capital to finance its 
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operations. However, the Department believes that S. 1869 should be revised 
in the following particulars: 

(1) The issuance of obligations by the TVA should be subject to the approval 
of the Secretary of the Treasury. 

(2) A limit should be placed on the total amount of obligations that TVA 
may issue. 

(3) Funds of the Corporation should be kept in the Treasury, or, with the 
approval of the Secretary of the Treasury, in Federal Reserve banks or banks 
designated as depositaries or fiscal agents of the United States. 

(4) TVA should be required to submit a capital budget program for advance 
approval by the President and the Congress and its operations should be in- 
cluded in the budget. 


(5) TVA should be required to pay interest to the Treasury on the Govern- 
ment’s appropriation investment in power facilities at a rate based on the 
average rate on marketable public debt obligations having a maturity of 15 
or more years. 

(6) Depreciation accruals on the Government’s appropriation investment in 
power facilities should be returned to the Treasury, rather than reinvested 
in power assets. 

The Department has been advised by the Bureau of the Budget that there 
is no objection to the submission of this report to your committee. 

Very truly yours, 
W. RANDOLPH BURGESS, 
Acting Secretary of the Treasury. 

Senator Kerr. We have Senators Hill, Kefauver, and Cooper here, 
and General Vogel. Also Senator Morton. 

Senator Morron. I am just an observer. 

Senator Kerr. Senator Ellender called me last evening and said 
he was going to have to be absent from the Subcommittee on Appro- 
priations this morning and asked me if I would come over and fill 
in for him while he was away and I am, therefore, asking Senator 
Gore to take charge of this, and we are happy to have Senator Case 
here with us. 

All right, Senator Hill. 


STATEMENT OF HON. LISTER HILL, SENATOR FROM THE STATE 
OF ALABAMA 


Senator Hitt. Mr. Chairman and gentlemen of the committee, al- 
most 2 years have past since I was honored by having the opportunity 
to appear before this committee to testify in behalf of the Kerr bill, 
the bill that had been introduced by the chairman of this committee, 
to authorize the issuance of bonds by TVA. The bonds proposed were 
to be revenue bonds, their proceeds to be available to finance the addi- 
tions to TVA’s power facilities which annually are required to meet 
the growing load of the area served by TVA. 

In the months since I first testified there has been widespread dis- 
cussion of the proposal embodied in the bill. I have endeavored to 
follow the course of the debate. I have tried to weigh the arguments 
presented from every point of view and to consider fairly statements 
made in opposition to the bill I then supported. 

Mr. Chairman, my convictions have not changed. You were right 
2 years ago, you are right now, in the introduction of the Kerr bill, 
which is now before this committee. 

[ want to tell you that Iam proud that you permitted me to join as a 
cosponsor with you in the introduction of this bill joining with you 
and the other cosponsors,the distinguished Senator Gore, my colleague 
from Tennessee, Senator Kefauver, Senator Stennis, and Senator 
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Eastland from Mississippi, and my colleague, Senator Sparkman, the 
junior Senator from Alabama. 

And I appreciate this opportunity very much to appear before you 
today now in behalf of the Kerr bill. Ina few particulars the present 
Kerr bill differs from the Kerr bill in the last Congress, but essentially 
these bills are the same. The enactment of the Kerr bill now pending 
before this committee will give notice to the Nation and to the world 
that the great power system of TVA has passed a milestone. It’s 
management believes that in the future the capital requirements of the 
system can be met from current and from future earnings and that 
TVA can continue to promote the objectives laid down by Congress 
in its act without requiring the annual appropriation of funds by 
Congress for investment in power facilities. 

The record supports the recommendation of TVA. TVA can do 
this if the bill is approved without crippling amendments, without 
rigid restrictions and hampering limitations, without the creation 
of artificial barriers to effective operation. 

All of this is most important, Mr. Chairman, because enactment of 
this measure will put a new responsibility on the Board of TVA. 
It will make the job of power system management even more exact- 
ing than it has been in the past. TVA must find new ways to pro- 
mote greater efficiency, to secure additional economies in order to 
offset at least in part the added costs which must be incurred as capi- 
tal is obtained from private sources. 

In approving the assumption of such added costs Congress must 
not forget nor let the agency forget that its job remains unchanged, 
its mandate is the same—to make electric energy available to the 
greatest number of people at the lowest possible cost, to encourage its 
abundant use by consumers, particularly in the homes and on the 
farms, and to continue policies adopted to foster the economic growth 
of the region it serves, and the economic growth of the Nation. 

In the Kerr bill we have not changed one objective of the TVA 
Act. The ends to be sought by this public power operation are, in 
fact, restated. I would not sponsor, nor would I support, any bill 
which did not seem to me designed to enable this great enterprise to 
advance, to continue to promote its accepted purpose, to lead the way 
that other power suppliers may follow in adopting higher standards 
of utility management and striving to provide better service to the 
people. 

May I say that I speak with deep personal feeling on this point 
because I am the only one of the men who sat in the c conference that 
wrote the final bill creating TVA who is still a Member of the 
Congress. 

Senator Gore (presiding). I would like to add for the record that 
the distinguished senior Senator from Alabama was coauthor of the 
TVA Act. 

Senator Hinz. I thank the chairman. 

Senator Gore. One of the many great milestones of a truly great 

‘areer in public service as a Member of the House of Representatives 
and the United States Senate. 

Senator Hirt. Thank you, Mr. Chairman. I am grateful to you 
for your very generous words. 

When Congress created the TVA we told ‘the agency to establish 

rates to encourage the use of electricity by the people of the area 
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We did not fix the rates nor did we know exactly what the results 
would be. TVA was pioneering in a new concept of utility service. 
The record over the years is now before us. ‘Today over 1,400,000 
consumers utilize the energy produced by TVA in an area where 
only 225,000 had electric service from the private suppliers who 
undertook to meet their requirements prior to TVA. 

The average annual use in the homes of the area has risen from 
600 kilowatt-hours to over 5,800 kilowatt-hours a year, twice the 
national average, as the rates the householder pays have dropped 
from an average of 5.7 cents per kilowatt-hour to 1.16 cents collected 
by the power distributors of TVA. From less than 4 percent the 
percentage of farms with electric service in the valley has risen to 
94 percent—from 4 to 94—and the use of power on the farms in the 
region today totals almost 2 billion kilowatt-hours a year, and more 
energy is being used on the farms of the area today than the whole 
region used before TV A—in all its industries, its stores and factories, 
in all its cities and its towns. 

Senator Gore. Senator Hill, since TVA has been erroneously cited 
by some people as a very disadvantageous example of socialism, I won- 
der what effect the electrification of 90 percent of the farms, that is, 
from 4 to 94 percent, has had upon private enterprise in the area ¢ 

Senator Hitt. Well, Mr. Chairman, it has not only had tremendous 
effect on the private enterprise of farming in that area, the TVA area, 
but it has had a tremendous effect on other private enterprise through- 
out the United States, because the electrification of the farms has 
meant that the farm people have purchased electrical equipment, wash- 
ing machines, reirigerators, electric pumps, all kinds of electric equip- 
ment. As the Senator from Tennessee well knows, most of this equip- 
ment is manufactured in other areas of the country, and these pur- 
chasers have poured literally hundreds of millions of dollars into these 
other areas, creating jobs, strengthening and expanding industry, and 
strengthening the economy and the prosperity of those other sections 
of the country. 

Senator Gore. I wonder if the Senator would have any information 
or any statistics on the number of small, private-enterprise, business 
establishments that may have been established as a result of the econ- 
omic growth and health of the area, or the number of small plants 
which may have expanded into larger, private-enterprise establish- 
inents. 

Senator Hitt. Well, Mr. Chairman, I could make quite a statement 
on that, I will be honest and frank with the chairman, I had not 
wished to impose too much on this committee, to take too much time, 
because I recognize that the other distinguished Senators from the val- 
ley would be here and they were entitled to that time. This commit- 
tee, of course, is limited in the amount of time that it can give, and I 
understand some of the others, particularly my colleague from Ala- 
bama, Senator Sparkman, will go into that question. Now, I can go 
into it, and I will be delighted to go into it 

Senator Gorr. I am glad someone is, because I so often hear 

Senator Hix. I have quite a bit of information on that subject and, 
I will be frank with the chairman, it was very painful to me to leave 
that out of my statement, but I did not feel that I should impose too 
much upon the time of this committee and thereby limit the opportun- 
ity for other Senators to testify. 
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Senator Gorr. Well, perhaps Senator Sparkman is the appropriate 
one to deal with that, since he is so active in the Small Business Com- 
mittee. 

Senator Hii. Well, I may say to the chairman I had that very 
thought in mind. 

Senator Gorr. I do want the facts brought out because, living in 
the valley or in the area as I do, I know that one of the greatest boons 
that we have ever had, if not the very greatest boon, to private enter- 
prise and economic opportunity in the area has been the TV A, and I 
would like those facts pointed out in answers to the charge that TVA 
is In some way antagonistic to private enterprise. It may be antagon- 
istic to unreasonable power rates; it effectively expresses a “yardstick” 
influence, but it is not antagonistic to pr ivate enterprise. 

Senator Hitz. The truth is, as the Senator knows, that there has 
been nothing that has done more to stimulate, to encourage, and to 
provide the means for the growth and the "enlargement and the 
strengthening of private enterpr ise as has TVA. 

Senator Gore. I will desist further questioning. 

Senator Hii. Nothing has done so much. Since TVA came, we 
have seen private enterprise expand, enlarge, new plants come into 
being, new operations, new jobs, new prosperity. 

The statistics to which I had just referred about the use of elec- 
tricity on the farm, the tremendous increase from 4 percent to 94 

ercent, show how policies established by Congress have been admin- 
istered by the TVA—the record of increased use and increased serv- 
ice. It measures the degree to which the people have participated in 
the program and have provided returns which are disclosed in the 
financial record. I want to interpolate here to say, as the Senator 
knows, TVA generates the power and transmits it to the municipali- 
ties and the co-ops, but the distribution of this power is not by TVA 
but in the hands of some 151 or 152 distributors, municipalities, and 
REA co-ops. 

In the earnings of TVA the performance of this new agency un- 
dertaking a new enterprise under new policies has gone beyond our 
expectations. I don’t think anyone who considered TVA at the time 
it was breught into being ever expected it would make the contribn- 
tion and render the services that it has. 

In the act of 1933, that was the basic act, TVA was told to cover 
all its costs in its rates for power, and TVA’s cost of producing 
power have been covered by its revenues from the very beginning. 
All the costs of operation, payments to States and counties in lieu of 
taxes, charges for depreciation, have been paid from revenues, and 
revenues have provided, in addition, a return to the Government as 
the owner of TVA. The net earnings have averaged 4 percent on the 
Government’s investment over the years and the investment, I might 

say, was made during a period when the cost of money to the Govern- 
ment averaged about 2 percent. 

This financial record is confirmation of the conviction we held as 
we wrote the act in 1933, a conviction that the public objectives of 
increased use by consumers was not incompatible with earnings, as 
some of the private companies contended. TVA has proved that we 
were right. The capacity of the consumers of this country to use 
electric energy is almost limitless, and a high volume of sales at low 
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rates will provide earnings that high rates and low volume can never 
achieve. 

The demonstration worked, and competition by comparison has 
given the impetus required to stimulate this cost- plus monopoly— 
and I use that word “monopoly” in no invidious sense; the very na- 
ture of the generation or transmission of power makes it, per se, a 
monopoly enterprise, but the competition by comparison ‘has given 
the impetus required to stimulate this cost-plus monopoly to a higher 
standard of public service. 

Mr. Chairman, gentlemen of the committee, the demonstration must 
continue. The limits of this region’s power requirements have not 
been reached. New frontiers are ahead. New goals can be reached. 
The private companies of the country and their consumers can still 
look to TV A to take the risk, to pioneer, to lead the way in discovering 
new ways to utilize the energy produced by machines to advance the 
well-being of men. The policies laid down by Congress, carried out 
by TVA, and accepted by the people of the region can continue to 
provide earnings while at the same time they promote a public 
purpose. 

The program can continue while TVA accepts the cost of private 
financing if we are vigilant with respect to two major issues presented 
by any legislation affecting TVA. First, we must retain the clear 
mandate as to the objectives of TVA. Second, we must make certain 
that, whether inadvertently or by design, no provision is added which 
will in praetice prevent the Board from carrying out the directions of 
of the statute. 

I have been astonished, Mr. Chairman and gentlemen of the com- 
mittee, at some of the fears expressed by those who urge that addi- 
tional checks and more precise approvals for the installation of 
capacity be required as TVA moves to private financing, and that the 
responsibility so well discharged over the years must be ‘diluted now to 
prevent imprudence. My own apprehensions are quite different. 
They are rooted in my recollection of the statements offered by the 
executives of private-power companies for their refusal to try out the 
effect. on earnings of rates designed to encourage abundant use. 

Those private power representatives told us why they were unable 
to take the risk, why they could not take the long view and adopt 
policies and establish rates to provide maximum area development, 
but were obliged to take the short view and realize maximum earnings 

each year. 

They said their annual fixed charges were too high. They claimed 
that interest payments, commitments to bankers, demand by investor 
owners for dividends in cash combined together to prevent them from 
contemplating even the temporary reduction in earnings which would 
result from the lowering of rates to promote greater use or the exten- 
sion of lines to new consumers. 

They said they had to be sure of sufficient cash each year to meet 
the multiciplity of obligations they had incurred. 

I am not fearful that the management of TVA will encounter 
relentless pressures from the financial community to take risks in the 
public interest, to have courage to provide for the future an over- 
abundant supply of power capacity. On the contrary, my fear is that 
the pressures incident to the sale of bonds may tend to make the 
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management of TVA too conservative, too wedded to security, too 
respectful of caution and too preoccupied with earnings each year. 

I want the TVA to be concerned about the consumers of tomorrow 
and to proceed with boundless faith in the capacity for economic 
growth of the region and the economic growth of our Nation. I am 
not afraid that too much power capacity will be added under the 
provisions of the Kerr bill. 

It is vital, I believe, that Congress should make clear that the 
issuance of bonds under the act is only a means to facilitate the pro- 
gram of public service, not a device to pervert the purposes of this 
public undertaking. 

The bill is intended to provide a method to advance the «bjectives 
of TVA. It is not meant to change the charter of TVA. As we con- 
sider this legislation we of the Congress must be jealous of our own 
authority to determine goals. Then we must protect the ability of 
this agency to reach the goals we have set. We tried to do that 
in the original act. We made TVA an independent agency, corporate 
in form, and to the members of the Board we gave staggered terms 
of 9 years each. We required that each of them should believe in the 
objectives of the TVA Act and that each member should take an oath 
faithfully to promote the purposes as set forth in the act. When our 
labors were completed, when the act creating TVA was finally adopted 
and approved, we felt we had done all we could to assure nonpolitical, 
responsible administration of the law, that we had placed this agency 
in the hands of men who could be held accountable to Congress for 
results. 

Those basic principles have worked out in practice. They must be 
safeguarded now. The men who decide how much capacity is to 
be added, when bonds must be issued and in what amounts, must be 
men who can swear and have sworn that they believe in this concept 
of power system management. They must be men who believe that 
low rates are essential to economic growth. They must be men who 
agree that because consumers pay all the costs of their service those 
costs must be kept down to the lowest level compatible with efficient 
service. 

We must give them sufficient authority to discharge their responsi- 
bilities. 

In this connection, as members of this committee will recall, 2 years 
ago the Bureau of the Budget proposed a series of amendments to the 
Kerr bill, the then Kerr bill, and the results of the adoption of these 
amendments would have been to assign to the Bureau of the Budget 
here in Washington full authority for the exercise of the most im- 
portant functions of power system management. 

Under those proposals the Bureau would have determined just 
how much capacity would be available to provide the energy require- 
ments of the people of the region. 

TVA will rely on its current and future revenues for the capacity, 
additions to be made under the provisions of this bill and control of 
revenues is a basic function of management. You can’t separate, 
gentlemen, the control of revenues from your management, whether 
it be a Government corporation or a private corporation, that is if you 
are going to have successful operation of your enterprise. 

The practical effect. of the Bureau’s proposals would have been to 
take this authority away from TVA and give it to the budget, al- 
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though I am aware that these proposals were more seductively pre- 
sented to the committee. 

Senator Gore. I can’t resist the temptation of asking a question at 
this point. If the management functions of the TVA are to be 
transferred or should be transferred to the Bureau of the Budget, 
what, indeed, would be the need for having a board of directors in 
the valley / ¢ 

Senator Hint. Well, there would be no need for any board of di- 
rectors in the valley and I submit 

Senator Gorr. Nor, in fact, would there be 

Senator Hitt. Well, if you had one in name, they would only be 
puppets and stooges, they would be of no consequence other than as 
puppets and as stooges to the Bureau of the Budget. And the Bu- 
reau of the Budget was not set up by the Congress to undertake the 
management of TV A, it was never the intent of Congress that the 
Bureau should be an operating agency of any kind. 

Senator Gore. Nor was it the intent, as I understand the TVA 
Act—of course, you can speak with authority on that since you were 
coauthor—that the TVA should be managed by some bureaucrat re- 
moved from the valley; rather it was intended that TVA be managed 
by a board of directors located in the valley working and functioning 
in the valley and with the problems of the v valley. 

Senator Hitt. The Senator is absolutely right. I think one of 
the greatest strengths of the TVA Act and one of the things that 
has contributed to the success of TVA has been that very fact, that 
it represented a move toward decentralization, out of Washington, 
away from W cil techn The Board lives in the valley, where the 
operations are t taking place, in daily contact with the problems, with 
the needs. That Board has the responsibility imposed by the Con- 
gress to carry out the objectives of the act. And nothing could be 
more destructive of TVA or of the whole concept of the act, its 
objectives and its purposes, than to take the management, take the 
responsibility for its operation, out of the hands of this Board in 
the valley and put it here somewhere in Washington—far removed 
from the problems, away from the needs, away from the day-by-day 
operations, up here in Washington. 

The proposals advanced by the Bureau 2 years ago were described 
here as procedures designed to increase the control of Congress. 
Well now, Mr. Chairman, gentlemen of the committee, I mean no 
disrespect. to the imaginative staff of the Bureau which developed 
the amendments when I point out that Congress need not rely upon 
their good offices for its authority to control TVA or any other 
agency of the Federal Government. The authority of the Con- 
gress rests on the Constitution of the United States. The Bureau of 
the Budget is in no position to increase it no matter how kindly dis- 
pened it may be toward the legislative branch of the Government, 
nor can the Bureau diminish the control of the Congress. 

The question presented is simply how the control should be exer- 
cised, to whom responsibility should be delegated by the Congress. 

What the Bureau of the Budget. really proposed: was that not one 
kilowatt of capacity should be added to the TVA power system with- 
out the Bureau’s specific approval. And bear in mind now, Mr. 
Chairman and gentlemen of the committee, we are not talking about 
appropriations out of the Treasury, we are talking about private 
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financing. We are talking about the issuance of bonds and they are 
not general obligation bonds, they are revenue bonds backed up only 
by the revenue which will come in through and by virtue of efficient 
management of the TVA power system by’ TVA. 

What the Bureau of the Budget suggested was that it stand as 
censor between TVA and the Congress, restricting our information, 
making it more difficult for the Congress to learn the facts. In fact, 
what the Bureau proposed was that the Board of TVA should become 
mere errand boys, the very thought the chairman had in mind when 
he asked his question a few minutes avo, carrying out the Bureau’s 
decisions, defending its policies to the region, policies which might 
change at every four- year interval, although the responsibilities of 
a power supplier do not change, obligations assumed under long-term 
contracts are not changed, and the charter of TVA remains the same. 

If those proposals had been adopted the independence of TVA 
hitherto protected by the Congress would have been destroyed. De- 
cisions as to how much capacity should be added in the future would 
be political decisions, not based on the power requirements of the 
region, not based on contractual obligations but based on the political 
consideration prevailing at the moment. The decisions of the Bu- 
reau must be political decisions for they must implement policies 
which are expected to change with every administration. 

Power would be provided abundantly, or it would be scarce, and 
the economic growth of a region would be expanded or retarded in 
relation to TVA’s prestige at the White House. This would change 
one of the basic principles of the law. 

The Bureau has missed this basic principle of the act creating 
TVA—the principle responsible for its success—that is, as we have 
said, the requirement that TVA be administered in the valley by men 
who believe and have sworn to their belief in its program. 

I submit that not one employee of the Bureau of the Budget is 
selected for employment because he ean in TVA or because he 
has any particular knowledge of TVA or any particular interest in 
TVA. Not one of them takes an oath io promote the program or the 
policies set out in the statute. Not one could be held accountable for 
results. 

Suggestions such as these which limit the ability Congress demands 
of TVA are not simply details of this legislation. Such suggestions 
strike at the heart of TVA. Their adoption would mean the end 
of TVA’s remoteness from politics, a remoteness achieved at so much 
personal cost to past members of its Board who had the courage to 
incur partisan displeasure as they asserted their determination to 
administer a public enterprise for public, not partisan, goals. It 
would see the end of the efficiency which has so far charac terized the 
operations of TVA. 

It would be the end of the program initiated by the Congress 24 
years ago in May 1933. 

May ¥ say, Mr. Chairman and gentlemen of the committee, my 
position on this question does not spring from a partisan desire to 
frustrate the objectives of the present Bureau of the Budget with re- 
spect to TVA, although I think I should frankly add that the present 
Bureau has provided “evidence to fortify my convictions and to con- 
firm my adherence to the principles of management honored in the 
act creating TVA. 
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These principles were agreed to by the leadership of both political 
parties, for both were concerned with TVA’s establishment. Members 
of the committee who were here when I had the privilege of appearing 
two years ago will recall how I reviewed the legislative history of the 
TVA Act. I sought to tell the story of how TVA was a dream shared 
by great Senators. Geor ge Norris was the first to envisage this great 
enterprise, but he was not the only one. The great Republican leader 
of the United States Senate, afterwards honored by being named as a 
vice-presidential candidate of his party, the late C harles L. McNary, 
had this same dream. Senators like Senator Kendrick of Wyoming, 
and others who represented States far removed from this section, men 
far removed from any political considerations, they were the men who 
dreamed this dream and we of this section, the Tennessee Valley 
region, joined hands with them. We joined with them to bring forth 
this great development, aie great enterprise. 

Those men saw the } Nation, its resources and its problems as a 
whole, one and indivisible, and they approached this development, the 
writing of this act, not from the standpoint of sectionalism, or partisan 
politics or anything of that kind, and I only wish that I had the 
time—and I realize my time is running short, you have other Sena- 
tors waiting here—to go into those very details suggested by the 
chairman. I should like to describe what TVA has meant, not just 
to the people of the region, but to all the people of the United States, 
not only from a standpoint of pouring hundreds of millions and bil- 
lions of dollars into the other sections of the country, particularly 
the great industrial sections of the east, but what it has meant from a 
standpoint of demonstrating the results of high use and low cost 
policies of power m: irketing, and the effect that has had throughout 
the country in bringing down power rates for the people in other sec- 
tions. The example of TVA has meant more power, with its benefits 
and its blessings for all the people of the United States. I should like 
to tell what TVA has meant in savings to the taxpayers to the Treas- 
ury of the United States in reducing the cost of power that the 
Government must buy for its atomic energy installations, and for 
its other great national defense facilities. TVA has meant so many 
things to all the people of the United States and to all the sections 
of the United States. 

As I said, my colleague—— 

Senator Martin. Mr. Chairman, I wonder if the Senator will yield. 

Senator Hii. Certainly. 

Senator Martin. Senator, would you favor a TVA for each section 
of the United States? 

Senator Hitt. Senator Martin, I would say this about that, I have 
never advocated TV A’s for all sections of the United States. I think 
that is a matter for the people of the different sections to determine. 
1 think it is up to your people in Pennsylvania to determine—— 

Senator Martin. Did the people of the TVA area of the United 
States decide that they wanted a TVA ? 

Senator Hii. I would say that Congress, of course, made the de- 
cision, but I would say that the people of that area strongly favored 
it. I would say this to the general, he is a very distinguished soldier 
and military man, the TVA ‘had its beginning in the National Defense 
Act of 1916. ‘The Senator will recall that in 1916 the C ongress recog- 
nized that the war clouds of World War I were moving more and 
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more ominously toward our shores, that the chances were we would 
be involved in that terrific conftict, so Congress passed what is known 
as the Defense Act of 1916, and by the way, the Senator, I am sure, 
as a man who has given so much of his life to the National Guard—— 

Senator Martin. Mr. C hairman, if you will just leave this out of 
the record. 

(Discussion off the record.) 

Senator Martin. I would like to ask you 1 or 2 questions. 

Senator Hitz. I would continue by saying the National Defense 
Act of 1916 carried section 124, that section 124 was the genesis of 
TVA. The general well remembers that up to that time at least we 
were dependent upon Chile for the nitrate we used to make shells 
and ammunition for the waging of war. In fact, the first naval battle 
of World War I wasn’t fought up in the North Sea somewhere, it 
wasn’t fought off the coast of Ireland or down in the Mediterranean 
or over in European waters, it was fought way down in South America 
off the coast of Chile, when British battleships intercepted German 
gunboats attempting to escort German merchantmen out of Chile to 
carry nitrate from Chile to Germany, of course, for the war machine 
of Germany. 

Senator Martin. If the Senator would yield further, and I don’t 
object to this on the record. Just the same occurred in World War IT, 
much of the naval action was offshore from Philadelphia because the 
German submarines were trying to destroy the tankers carrying the 
oil from the Southwest to the refineries of Philadelphia. So, this 
thing of where naval actions will take place is just hard to contem- 
plate because it all is a matter of material and that is one of the great 
important things in our country right now, is to keep the critic ‘al war 
materials within our own lines. 

You take the great strength of the North in the War Between the 
States was the fact that they had the steel within their own lines and 
that is the thing that worries me terribly now, the importation of oil, 
for fear our domestic consumers may not go out and secure the proper 
reserves we need. 

I hate to talk about war, but you have got to get ready for war years 
before it actually comes. That is a terrible thing to think about, but 
it is the civilized, Christian people that we are that we have to talk 
about war, but we do and if we don’t talk about it we will be in a serious 
situation when it comes. 

Senator Hri1. Well, General, may I add this, section 124 of the 
National Defense Act of 1916 authorized the President of the United 
States to have nitrate plants constructed at a site to be selected by him 
and to have installed such power generation facilities as would be 
necessary to operate those plants for “the production of nitrates. That 
provision, section 124, provided that those plants and those facilities 
should be dedicated to the public interest and should never be turned 
over to private companies, The President selected the site there at 
Muscle Shoals, on the Tennessee River, and when the war was over 
we had there these two nitrate plants, one built to use the cyanamid 
process, and one to use the Haber process. We had a great dam under 
construction, the dam now known as Wilson Dam. That was the 
genesis—— 

Senator Marrin. If the Senator would yield again. 

Senator Hitz. Certainly. 
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Senator Martin. You have great knowledge and very interesting 
knowledge of our general defense plans, but is it not true that war 
conducted by the United States, that we depend almost entirely on 
private enterprise for our war materials? 

Senator Hiti. We do indeed, and in that connection, I want to say 
this, that we do indeed and I think it is well that we do, It is interest- 
ing to note that much of the productive capacity that supplied alumi- 
num for the planes that carried the war to Japan and Germany, the 
»lanes that did so much to speed the victory in World War II, was 
located right in the Tennessee Valley. It was TVA that provided the 
power required for their expanded production. 

Senator Marrin. But it was private enterprise? i 

Senator Hirt. [t was private enterprise that produced the alumi- 
num. It was TVA that provided the power. This illustration 
prompts me to emphasize again that instead of TVA being hostile or 
antagonistic to private enterprise, TVA has been one of the great 
stimulators of private enterprise. I believe we have, 1 would say, 
three major producers of aluminum in this country, the great Alumi- 
num Company of America, the Reynolds Aluminum Co,, and Kaiser. 
The Aluminum Company of America and Reynolds both have plants 
located right in this valley. Those plants are there because power 
could be made available there and those plants turned out the alumi- 
num that went into the planes that carried the war to Germany and 
to Japan. 

Senator Marrin. Mr. Chairman, if the Senator would yield again, 
and I apologize 

Senator Hii. No, if I am not imposing too much on the time of 
the committee I am very much interested. 

Senator Marrin. I mean you are giving a magnificent statement. 
It, then, would it not be advisable to have a TVA all over the United 
States ¢ 

Senator Hitt. No, I would not say that to my distinguished friend 
from Pennsylvania. As I said earlier, and I did not attempt to de- 
velop it because I don’t want to impose upon the time of the com- 
mittee too much or upon the time of my colleagues who are waiting 
tobe heard. The'TVA has done a wonderful job in providing a yard- 
stick for all sections of the United States and I don’t know that it is 
necessary and I have never advocated having TVA’s throughout the 
country. That is a matter for the people of your section, General, 
and for other regions of the country to decide, You must remember 
this about TVA, too, it is not just a producer of power, navigation 
and flood control, the development of all the area’s resources; experi- 
mentation in fertilizer production and use, many things are involved 
in this total program of TVA. I haven’t sought to get into these 
other questions because I didn’t want to make this statement too 
extensive. But you, my dear friend from Pennsylvania, will have to 
consider your own problem. The problem of navigation, the problem 
of flood control, the other matters involved; the people of your area 
will have to decide what kind of power system they wish to have. 

1 am not seeking to tell you to have a TVA. 

Senator Kerauver. Would the Senator yield 

Senator Hitn. I am seeking to say to you, my dear friend, please 
don’t destroy the one TVA we have, an agency that has done so much 
for the region and the Nation. 
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Senator Martin. Mr. Chairman, along that line, I am not for de- 
stroying TVA, but I do want every section of the United States to 
have something. I don’t want TVA because it is a Government propo- 
sition to give rates of power that encourages private enterprise to go 
into that area to the detriment of other parts of the United States. 

Senator Hiri. General, I want to say this, I don’t think there is 
anybody here in this room today who can cite examples of private 
enterprises moviiig out of other sections to come into the TVA area. 
The industry that ‘has dev eloped in the TVA area has been indigenous 
to that valley, it has not been industry that has been moved out of 
other sections to come to that v alley. 

Senator Gore. Well, Senator, isn’t it a fact that, in the creation of 
the earth, one of the few great things that has been brought about 
without the assistance of the United States Senate |laughter], it so 
happens that there is only one Niagara Falls, only one St. Lawrence 
River, only one raging Tennessee River, flowing from an altitude of 
6,000 feet in the Smokies to 50 feet, or maybe a hundred, at Paducah ? 

Senator Hinx. Yes; and only one Columbia River in the North- 
west, we might say. 

Senator Gorr. It so happens that in their wisdom, our Govern- 
ment and our people together brought about development of the 

resources of various areas, not to the extent I would lke to see, but 

certainly in the instances of the St. Lawrence River, the Columbia 
River, the Tennessee River, and others, to a very beneficial degree. 
I hope that the Niagara resource can likewise be developed, and 
others. 

Senator Hini. And others. In that connection I want to say this, 
and I shall not go into the detailed figures, but I want to say this, 
that the record shows that, per capita, Federal expenditures in this 
section have been below the average of Federal expenditures in other 
sections. Take the great port there that you have at Philadelphia, 
the Government helped develop that just as it has New York and 
just as I say it has helped develop Mobile, too. 

Senator Martin. Would the Senator yield ? 

Senator Hity. Yes, I would yield. 

Senator Martin. It happens that what Pennsylvania gets from 
aid in flood control, rivers Tn harbors, we paid $7 for every $1 that 

we get. Now, understand, I am for developing the whole United 
States; while I represent Sone I feel that I would do more 
for Pennsylvania to make a stronger United States, and I am not in 
opposition to TVA, but I have been asking certain questions here. 
I want the TVA to reimburse the Government to the extent that the 
competition for electric power may equal out over the country. I 
am sorry, 1 have talked too much, taking your time, and I am sorry. 

Senator Hinz. No. 

Senator Gore. It is very interesting, Senator; you go ahead. 

Senator Hutz. Go ahead. 

Senator Kerauver. Mr. Chairman, I just wanted to ask Senator 
a in line with Senator Martin’s inquiry, if it is not true that TVA 

- Bonneville and all the public power organizations and outfits 
sunhind’ only account for 12 or 13 percent of the Nation’s total 
electric output. 

Senator Hitt. Oh, that is absolutely true. 








AMENDING THE TVA ACT 27 


Senator Kerauver. And the other is by private power soenpanise. 
Senator Hitz. That is true. The fact is that these public opera 
tions to which you have referred are the exceptions; as you say, only 
about 12 percent out of a hundred percent, they are the exceptions 

rather than the rule. 

Senator Gorg. Senator Case. 

Senator Casz. Well, Mr. Chairman, as far as I am concerned, I 
accept the TVA, there i is no argument here, and most of the remarks 
which the Senator made are interesting from the standpoint of devel- 
oping on the record what the TVA has done, but as far as the bill 
is concerned, it seems to me that a year ago or 2 years ago when we 
were discussing this bill we had 3 questions that were critical on 
whether or not the bill was reported out or, if so, in what shape. 
One was the ceiling on the amount, the second was the area in 
which construction would be undertaken, and the third was coordi- 
nation with the Treasury in the offering of the bonds on the market. 

I would like to ask the Senator what the bill he advocates contains 
on those points- 

Senator Hitz. Will you please state them individually. 

Senator Casr. One, the ceiling on the amount. 

Senator Huw, Well, there is no ceiling fixed in the bill. Of course, 
there is a very definite ceiling from the standpoint that these bonds 
are backed up by revenues and you are not going to sell these bonds 
except as you have the market and the demand and the revenue that 
will finance the bonds, pay the interest on the bonds, and retire them. 

Senator Casr. As a practical measure at the present time the TVA 
has to submit the request to Congress which, in effect, creates a sched- 
ule of construction, that is either through administrative funds or 
through the amount of appropriated funds that might be author- 
ized or the use of revenue. 

Senator Hitt. Yes; Congress is advised of construction schedules 
proposed. 

Senator Case. I think the suggestion was made that $750 million 
would accomplish the program envisioned. ‘That was the figure that 
was suggested, according to my memory. Do you have any objec- 
tion to the $700 million figure ? 

Senator Hit. Yes, I do, Senator. I think that a ceiling of $750 
million might well impose additional cost on the bonds and might 
prove : a handic ap or burden on the bonds. 

Now, in just a minute I am coming to a provision in the bill that I 
think will throw some light on that very proposition. I will be glad 
to get to it now. 

Senator Case. Of course, the ceiling could be lifted at any time or 
it could be changed when that was exhausted. 

Senator Hixi. The Senator is right; the ceiling could be lifted; but 
the question in my mind is that if. you put an overall limit there the 
effect on the mar keting of your bonds and your interest rates and the 
burden that it might impose 

Senator Casr. It would help the bond market if you had a ceiling. 

Senator Hitz. I don’t think so; these bonds are backed by your rev- 
enues as the Senator well knows; that is the proposal. I think, on 
the other hand, a ceiling would put a burden on them. 

Senator Case. If your market understood that they would not be 
issued indiscriminately, it would seem to me it weal hel them. 
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Senator Hii. I think—I would be glad to answer the question, 
but I want to call attention to a provision in the bill that may meet 
the problem. 

Senator Casr. Let’s pass that for a moment. Does your statement 
deal with the area in which construction would be permitted ¢ 

Senator Hix. No; it does not. I have a statement here on that, 
but I didn’t get into it because as I said earlier I did not want 

Senator Case. I am just bringing up the points on which 

Senator Hux. I didn’t want to take too much of the time of this 
committee. 

Senator Casr. Mr. Chairman, I would like, if the Senator would 
permit me, I have been listening to his statement with a great deal of 
interest but I have been trying to find where he was going to develop 
the information on which this legislation had its question when it was 
before the committee before. Now, Senator Symington was the 
member of the committee before who was greatly concerned with the 
area in which construction would be permitted. I think it would be 
in the interest of legislation to have some answer to that question from 
the people who are interested in getting legislation passed. 

Senator Gorr. May I say, as acting chairman of the subcommittee, 
that I appreciate your concern for the time of this committee and the 
time of your colleagues, two of whom are here to testify, but I am 
sure that Senator Kefauver and Senator Cooper who are vitally inter- 
ested in TVA would be glad for you to contribute to members of this 
committee from the great wealth of information and experience you 
have had on these vital points. Would that be agreeable to you? 

Senator Keravuver. It is certainly agreeable with me. 

Senator Cooper. Yes, sir. 

Senator Gorr. The purpose of this hearing is not to accommodate 
those of us who are particularly interested in it, but to bring knowl- 
edge and information to this committee. The time has come when we 
must come to grips with this problem. Heretofore, I think at any time 
we could have brought out a bill from this subcommittee or from the 
full committee. We had an opportunity to defer because of time. 
Now, however, it is necessary, win or lose, to come to grips with this 
problem. Therefore, I take the liberty of inviting you to respond 
fully to the questions of members of this subcommittee with the 
assent of Senator Kefauver and Senator Cooper and Senator Morton 
who is at the table and whose presence is appreciated. 

Senator Kerauver. Let me say that I think most of us will be here 
all along, so I certainly wish Senator Hill would go ahead. 

Senator Gore. You need not feel any inhibitions hereafter. 

Senator Corron. Mr. Chairman, I just want the record to show that 
when the Senator is responding to these questions that Senator 
Symington was not primarily the member of the committee who was 
deeply interested in area, he was interested, although later he felt 
differently about it, but I was a member 2 years ago that fought the 
battle on the restriction of the service area and I am deeply interested 
in that and any light that is thrown upon it, how it is handled in this 
legislation I shall follow with deep interest. 

I just wanted that on the reel: 

Senator Casr. Mr. Chairman, the Senator from New Hampshire is 
certainly correct, he is one of those who raised that question. 

Senator Corron. And offered the amendment here. 
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Senator Case. In fact, I think drew up some language which the 
committee considered as a possible answer to it and I was hoping 
that we could get at these specific problems. I don’t think the question 
really in the committee’s mind is to be whether or not to report out a 
bill, nobody is proposing to commit hara-kiri on the TVA, but I do 
think we ought to see if we cannot find some way to get a bill out that 
will be constructive. 

Now, the third thing I had hoped that you would treat in your state- 
ment is the possibility “of coordinating these bond issues with the Treas- 
cury and offering bonds on the market. That was one of the points that 
we had some trouble with. 

Senator Hii. Mr. Chairman, in connection with this matter of ter- 
ritorial restriction may I say that the TVA Act, while intended pri- 
marily to provide a vehicle for the integrated development of the re- 
sources of the Tennessee Valley area, was also intended to serve as one 
of the means required to cure the abuses of the power companies which 
had become of serious national concern. The pyramiding of holding 
companies, the concentration on financial manipulation with conse- 

quent disregard for the obligation to provide good service at low rates, 
the perversion of State regulation, the industries’ unrestrained propa- 
ganda activities, the squeezing out of the investments of investors, the 
refusal to extend service to farmers and other rural residents brought 
home to Congress the need to protect the country against the abuses 
of monopoly ‘in the electric power field. 

The enactment of the Public Utility Holding Company Act and the 
Securities and Exchange Act, the tightening of the Federal Power 
Act, and the creation of TVA were : all a part “of a comprehensive pro- 
gram to assure that the power companies would operate in the public 
interest. As parts of this program Congress provided for closer and 
more comprehensive regulation of utilities, but the experiences of the 
past revealed that regulation alone would not accomplish the con- 
gressional objectives. The establishment of TVA was recognized as 
a supplementary check on electric power costs and electric power serv- 
ices. —TVA has carried out its responsibilities although its power serv- 
ice area has been almost completely stable, and I emphasize that, al- 
though its power service area has been almost completely st: able for 
many years. 

In the first decade after its creation TVA established a market for 
its power on the basis directed by Congress, that basis being prefer- 
ence given to municipal and cooperative electric systems. Since that 
time only one major expansion has occurred and that was the acquisi- 
tion in 1945 by TVA and TVA distributors, largely municipalities 
and some co-ops, of the properties of the East Tennessee Power & 
Light Co. in upper east Tennessee, of which the Cities Service Power 
& Light Co. system was required to divest itself under the integra- 
tion provisions of the Holding Company Act. In other words, ‘this 
private company under the Holding Company Act had to sell, had to 
divest itself. 

Despite the relative stability of its market area the TVA power sys- 
tem has been of benefit, as I have reiterated here, to consumers outside 
the area served by TVA distributors. TVA’s major impact on power 
supply outside its own market area is by a form of competition, com- 
petition by example, but the possibility of direct competition within 
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transmission distance of the TVA hydro system has helped groups of 
power users to obtain a reasonably satisfactory power supply from the 
private utilities which serve them. Just the fs act that TVA could go to 
a distance which is the transmission distance, the distance that power 
can be economically transmitted from one of its hydroelectric facilities, 
has provided a service to people, to consumers, purchasing from pri- 
vate companies. The effectiveness of these competitive factors 

Senator Corron. Could I ask a question there, would you permit it ? 

Senator Hix. Certainly. 

Senator Gore. Senator Cotton. 

Senator Corron. I think what you have just said, Senator, and 
well said and most interesting, you refer to the advantage of having 
a club over private utilities by the fact that the TV A. may, could, 
expand its territory and could take over their territory if they were 
abusing their privileges. 

Some of us are concerned, however, not—we appreciate that people 
around the perimeter of the Tennessee Valley system do not want to 
be shut off from the possibility of enjoying its advantages but we 
think about some of the people a little more distant that would have 
to pay higher rates each time that a new area was taken. 

Now, I take it, Senator, that you are appearing for S. 1869—— 

Senator Hi. The Kerr bill. 

Senator Corron. Which is the Kerr bill? 

Senator Hirt. ote 

Senator Corron. I don’t want to anticipate but I note that in 
S. 1855, the Cooper bill, that on page 2 there is a provision which 
would make it impossible to extend service area without authority 
from the Congress. Is there any such provision in the bill that 
you 

Senator Hix. No, there is not and if the Senator will bear with 
me for a few minutes I am going to come to the question in S. 1855. 

Senator Corron. Thank you, [ am sorry, I didn’t mean to antici- 
pate you, I will wait for you. 

Senator Hix. I am coming to that question. The impact of a 
territorial limitation on consumers outside the TVA area falls upon 
two classes involving somewhat different consideration. The first 

category, are the communities directly served at retail by private 
utilities which may become dissatisfied with their service sometime 
in the future. They would be at the mercy of the utilities which 
would serve them and without any bargaining leverage to remedy 
their situation. A second group consists of municipalities and co- 
operatives, REA co-ops, with their own retail markets, some with 
their own generating plants and others which buy power from neigh- 
boring utilities. In the future they would have the choice of relying 
entirely upon their,own relatively small generating plants, thereby 
losing the economic advantages inherent in large-se: ale power supply. 
I am sure the committee is aware of the fact that there has been tre- 
mendous advances made in the construction, particularly of steam 
plants, and that modern large plants produce power much more 
economically than small plants such as we had just a few years ago. 

In the future these municipalities or co- ops would have the choice 
of relying entirely upon their own relatively small generating plants, 
thereby losing the economic advantages inherent in large-scale power 
supply or negotiating with the utilities for alternative sources of 
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supply from a position of weakness because of lack of possibility of 
obtaining power from TVA. That is assuming they were within the 
range for economic transmission of power from a TVA hydroelectric 
dam. 

It is this position of weakness of local publicly owned utilities 
which has deprived many of them of access to an economical source 
of power supply and which has thereby enabled the private utilities 
to buy out hundreds of municipal systems one by one. The utilities 
are now attempting to use this position of advantage in wholesale 
power supply to take over the rural cooperatives. <A territorial limi- 
tation on TVA would be a severe blow to the financial success and 
ultimately to the independence of the rural cooperatives within trans- 
mission distance of the TVA hydro system. And bear that in mind, 
gentlemen, I am always speaking within transmission distance of the 
TVA hydro system. 

As the Senators well know there is a limit to that distance, very 
definitely. 

Senator Corron. You mean within transmission distance of the 
hydroelectric portion of the system ? 

Senator Hitt. Of a hydro—— 

Senator Corron. Not within transmission distance of any present 

future steam plants? 

Senator Hitt. Not within transmission distance of a steam facility, 
transmission distance from adam. That is the limit, And, as I say, 
there is a very definite limitation as the Senator well knows on such 
transmission because of the economics involved. 

Senator Gore. The Chair would like to note the presence of the 
charming Mrs. Cooper, wife of the distinguished senior Senator from 
Kentucky in the committee room and we appreciate her presence. 

Senator Hit. A territorial limitation such as that incorporated in 
S. 1855 would be uneconomic and wasteful. It would preclude 
the location of a new generating plant at the most economic point to 
serve loads within the TVA power service area. With the increasing 
cost of transportation of coal, the location of generating plants closer 
to fuel sources is becoming increasingly necessary. In other words, 
you want within reason to put your steam plant where you can re- 
duce fuel costs, and the cost of utilizing coal depends in large degree 
upon the cost of its transportation, w hether the coal comes s by rater 
or however it may have to be shipped to the plant. 

Senator Gore. Because of the fact that it is more economical to 
transmit power than it is to transport coal? 

Senator Hiri. That is it exactly, that is the story exactly. 

Senator Corron. Senator, it would not preclude this, that provision 
simply means that it would have to have the specific approval of Con- 
gress before it was done; that is, it does not preclude expansion, it 
simply says Congress shall say first. 

Senator Hm. “My dear friend, of course when you speak about the 
specific approval of Congress, you and I realize that we could write 
provisions that would require specific action by Congress on every 
question, Congress can change anything at any time or do anything 
it wants to because of the power of sovereignty, the power is in the 
Congress under the Constitution. But here is the question. If a 
steam plant should be built at a specific location for economic reasons, 
and all the economics of the situation dictated that it be at a certain 
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location to carry out responsibilities Congress delegated to TVA, then 
under the provision suggested a special bill would have to be passed, 
the TVA Act amended, so to speak, we would have to go through all 
we are going through now in every such instance, so to speak, my dear 
Senator. 

Senator Corron. I will not take the time to argue that point. I just 
wanted to qualify that would preclude; we will talk about it later. 

Senator Hix. The limitation in S, 1855 would prevent the use of 
bond proceeds for construction of generating facilities outside the 
TVA market area even though the entire output of power was for 
consumption within the area. 

The limitation would also prevent TVA from issuing bonds to 
finance construction of facilities outside the area for interconnection 
with other utility systems in order to share the benefits and the ad- 
vantages of the pooling of the generating resources and transmission 
networks of its systems with theirs. 

Now, remember this, another thing about this, power systems are 
connected in what we used to call, in the old days, a grid. TVA is 
tied in with the surrounding private power companies, the private 
power companies are tied in with TVA. Why? Because it is mutually 
advantageous, it is advantageous to the power companies as well as 
TVA. No power system today just stands there by itself because the 
flow of the waters, the rainfall and in different rivers, in different 
regions, vary. Disasters occur. So, you tie in, your exchange power. 
That is the economics of the situation. 

Senator Casr. Mr. Chairman, I just heard the Senator from Penn- 
sylvania suggest they had some coaJ in Pennsylvania. Would you like 
to establish a plant near one of those coal mines in Pennsylvania ? 

Senator Hitz, I would think, Senator, to be very frank, as much 
as I would like to do anything I could for Pennsylvania—oh, I would 
like to do something for the General’s State—but I am afraid that 
Pennsylvania would be a little too far away. I think the distance 
would preclude it from an economic standpoint. 

Senator Martin. Well, Mr. Chairman, we not only have coal, we 
have the river to transport that coal; and then we have the consumers 
of the great amounts of power and you say now that we are limited as 
to the distance that we can, we will say, transport the power over the 
wires; but will that not, as we are going along and getting better 
facilities—will not that distance greatly increase in the very near 
future ? 

Senator Hix. I have no information or no statement to that ef- 
fect, General. Of course, I realize that, just as we are considering an 
amendment today and have in the past considered certain amend- 
ments, as the years pass we may be back here to consider different 
factors as they develop. 

Senator Marry. I have been informed that it can be transported 
now economically 150 miles; 10 years ago that was limited to 75. 
Now, I am not giving that information as knowledge of my own but 
what I have been told by engineers who seem to understand those 
propositions. We are moving in America very, very rapidly. 

Senator Hii. Well, we are moving very rapidly as the Senator 
knows. We are moving very rapidly in Congress from time to time 
to reexamine different programs. I have often thought that it is 
because we are moving so rapidly that Congress today find itself with 
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so many problems and so much work to be done. I will not make you 
a speech on that, but I can tell you, General, when I came to the 
House 33 years ago things were entirely different so far as the work 
of the Congress is concerned from what it is today. 

TVA, as I have indicated, has been able to effect mutually advan- 
tageous interconnection arrangements with a number of utility com- 
panies by constructing transmission lines to a point of interconnec- 
tion outside of the TVA market area. Certainly I do not think any- 
one on this committee would want to do anything that would prevent 
that interconnection which is mutually advantageous to the power 
companies as well as to TVA, and which the economics of power pro- 
duction and utilization demand. 

Senator Gore. Would the Senator have comparable information 
about the amount of power which TVA buys from power companies 
on the periphery of the TVA service area and the amount which the 
TVA sells to the same companies ¢ 

Senator Hitt. You mean do I have those figures ? 

Senator Gorg. Yes. 

Senator Hix. I do not have those figures. Is Mr. Wessenauer 
here? Mr. Wessenauer is the Manager of Power for TVA. 

Mr. WessenaveEr. That varies, Senator, from year to year and sea- 
son to season. There have been times in the past when a predom- 
inant amount of power has been flowing out of the system. There 
have been other times more recently when more power has come into 
the system. There is a small export balance at the moment. 

Senator Gore. And currently you are selling more than you are 
buying ? : 

Mr. Wessenaver. We are not buying any at the moment; we are 
selling a little. 

Senator Hit. No additional interconnection arrangement of this 
kind would be feasible despite the large benefits which might accrue 
to both systems. That is, if you had this provision as written in the 
Cooper bill, it would prevent the use of bond proceeds even for the 
improvement of existing facilities extending into territory not served 
by TVA in February 1957. The Senator well knows we have some of 
those interchanges now. The power companies built a transmission 
line up to a certain point and the TVA the rest of the way. 

Another wasteful result of a territorial limitation would be the 
impairment or destruction of arrangements which TVA has estab- 
lished with private utilities for the use of their transmission facilities 
on mutually agreeable terms in serving TVA loads on the fringes of 
the TVA power system. 

TVA has negotiated many arrangements with utility companies 
whereby TVA consumers on the fringes of the TVA system receive 
service from the private utilities for the account of TVA which 
returns an equivalent amount of power to the utilities at other points 
on the TVA system. It is a swap of power; that is what it amounts to. 

A main incentive to the utilities to enter into these arrangements 
has been a desire to prevent TVA from adding to its transmission 
system near the perimeter of its service area. With TVA restricted 
by a statutory territorial limitation it would undoubtedly be necessary 
for TVA to add a larger amount of its own facilities to replace such 
arrangements, 
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The foregoing are some demonstrable uneconomic effects of a terri- 
torial limitation. There are others which might prove far more seri- 
ous although they are not so easy to demonstrate. It is possible, how- 
ever, to see what the results might have been if such a limitation had 
heen adopted earlier. Suppose we had had this limitation earlier? 
TVA now provides a major share of the power requirements for the 
AEC gaseous diffusion plant located on the old Kentucky Ordnance 
Depot site near Paducah, Ky. But this plant is a few miles outside the 
area served by TVA and if the territorial limitation now contained in 
S: 1855 had been in effect when the plant location was determined, 
special legislation would have been required to permit AEC to select 
this desirable site, the Government already owning the property right 
there on the water where they had the water they needed; right where 
they had the power; where they had so many other factors they 
needed. ’ 

Senator Case. But it is being served now ? 

Senator Hiti. Yes, because there was no such limitation written 
into law. 

Senator Case. But the limitation was suggested in 1957. 

Senator Hirt. The AEC facilities at Paducah have been served 
now for several years. If the limitation now proposed had existed 
before those facilities were built, it would have been necessary to 
locate the plant at a point within the then existing TVA power service 
area at far greater expense to the Government, or to forego TVA 
power supply and pay a higher price for the power. The greater 
the advantage of the site outside the TVA area, the poorer would 
have been the bargaining position of AEC. Remember that now, in 
attempting to obtain favorable power rates. 

A similar situation existed at Calvert City, Ky., a few miles below 
Kentucky Dam, where TVA serves a number of important electro- 
chemical and electrometallurgical industries. When these industries 
were established, Calvert City itself was served by a small wane 
utility. The industries at Calvert City are for the most part of : 
type in which power costs are of controlling importance in site + 
tion, the electrochemical industries. Had the limitation now pro- 
posed been in effect a decade ago these industries would presumably 
have had to locate within the then existing TVA power service area 
at points less favorable for their operations. No one would have 
benefited, least of all the private utility which sells power at whole- 
sale to the coopers ative which now serves the community of Calvert 
City and which has received large benefits from the great expansion 
of residential and commercial use in the Calvert City area. 

Certainly Western Kentucky would heve lost what has become a 
major industrial center. 

That the stability of the present TVA market area has been 
achieved without loss of effectiveness in aiding power consumers 
without, as well as within, the TVA power service area is a remark- 
able achievement. This stability rests on a complex of factors, some 
of them as yet pee understood. A few may be mentioned— 
the fact that TVA market area is already so large that TVA is re- 
luctant to expand it. The pressure on TVA management to provide 
the power required within the existing service area—I submit to my 
friend, the distinguished chairman, and the other Members of the 
Senate from the Tennessee V alley, that our problem has not been to 
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provide power for an expanded market but to get the power needed 
within the present TVA market areas; is that not correct, Mr. 
Chairman / 

Senator Casre. Well, Mr. Chairman, if that is correct, would not 
such a limitation help you serve the area that you regard as specifi- 
cally TVA area? 

Senator Hirt. No, I have cited certain reasons why it might be 
more economical for a steam plant to be located just outside the area 
because it could get its delivered coal cheaper, or other economic 
factors might make it more advantageous to have that plant located 
there. I have cited the problem of maintaining interchange of power 
with private companies, interchange means much to TVA as well as 
it means much to your private companies. 

I have cited other illustrations here of how certain dev ‘elopments 
like Calvert City, for example, could never have come into being 
if there had been that kind of a limitation. 

Senator Casp. How did the Calvert City get its service / 

Senator Hiri. The town is served by an REA co-op, which buys 
its power from a private company. 

Senator Case. Mr. Chairman, I would like to ask one further 
question. 

Senator Hinn. Yes. 

Senator Case. Senator Hill, as the Tennessee Valley Authority 
has expanded and has gotten money for new plants in the past, how 
has it gotten them ¢ 

Senator Hiti. Funds for those plants have come from three sources : 
From appropriations largely, from revenues from power sold, and 
we had an authorization for bonds which has long since expired. The 
bonds issued have all been retired. 

Senator Kerauver. That was for the purpose of the Tennessee 
Light & Power Co. purchase. 

Senator Hityi. I might say this, I think the record should be clear 
that the bonds were for a particular purpose. The Senator will re- 
call that for some time after TVA was established we had two major 
power suppliers in the State of Tennessee for example. We had the 
Tennessee Electric Power Co. and the TVA, and you will recall that 
Wendell Willkie, at the time the head of the Commonwealth & 
Southern, the holding company which owned the Tennessee Power 
Co., and TV A sat around the table together and worked out a mutual 
arrangement for the purchase by TVA of certain properties of the 
Tennessee Power Co. That agreement came to Congress and Congress 
authorized the issuance of bonds by TV A to pay for those properties. 

Senator Gore. Do you not think it would be pertinent to point out 
here that you have cited an example in which TVA had authority to 
issue bonds; did issue bonds; that all those bonds have now been 
retired by revenue from the TVA; and the net depreciated value of 
the assets acquired thereby is now the property of the United States 
Government ¢ 

Senator Hits. That is right. 

I am glad the Senator brought that out because we did pay off the 
bonds and those properties are ‘all now the property of the.Government 
of the United States. 

Senator Case. Well, Mr. Chairman, as one who has participated or 
did participate over a great many years in making appropriations for 








36 AMENDING THE TVA ACT 


the Tennessee Valley Authority for the acquisition of new plants and 
so forth, I am familiar 

Senator Hi. Would the Senator yield to me there? The Senator 
was a distinguished member of the House committee. 

Senator Cass. I am afraid the Senator wants to interject something 
for the purpose of disarming me. 

Senator Hixi. No, I might have the desire but I know 

Senator Case. I have seen his adroit tactics so much. 

The point I want to make is that you have been able to expand, you 
have been able to get this development when you came to Congress for 
specific authorization or for a specific appropriation, and T would 
think that it would be a distinct step forward for the Tennessee Valley 
Authority if it got authority to issue bonds within an amount, and even 
if you had a territorial limitation because when you wanted an excep- 
tion to the territorial limitation or if you wanted to increase the ceiling 
on your bonds you could come in and get that. I would personally 
like to get away from this business of an annual hassle over new con- 
struction money for the Tennessee Valley Authority and I would like 
to get that on a basis where we could get agreement for it. 

Senator Him. As the Senator knows, in the last 4 years we have 
gotten mighty little money for new construction. There have been 
no new projects, no new plants started at all, there has been only 2 
additional units constructed, only the 2 additional units in existing 
plants. 

Senator Casr. And I say this in all friendliness to the Tennessee 
Valley Authority and as one who has voted for appropriations and 
helped to pass them at different times, I think if you did not ask for 
an open-end authorization on bonds but accepted some reasonable 
limitations that you would get your legislation, you would get on the 
road with this program, and then when you needed to increase it you 
could come to Congress and probably get that. 

Senator Hit. W ell, as I said to my distinguished friend I cer- 
tainly do not believe this committee or the Congress would want to 
do anything that would add any burden to the sale of these bonds or 
cause these bonds to carry a higher interest rate than otherwise might 
be possible and as soon as T conclude my reply to the Senator’s 
question about this territorial limitation, I am going to address 
myself in a minute if I may to a provision in the bill in connection 
with the other matter. 

Senator Casg. All right. 

Senator Hiri. The a of TVA to be of service to rural con- 
sumer cooperatives without undertaking power supply responsibili- 
ties to them, by interchange arrangements in part, but what is even 
more important, by the effect on the utilities of TVA’s freedom to 
expand if special circumstances should warrant—I am just making 
a summarization here, I may say to the distinguished chairman— 
resulting in the improved service which the utilities borderi ing TVA 
have provided the consumers in order to satisfy them with their 
present power service arrangements, all these situations would be 
jeopardized by the imposition of a fixed boundary. Thus far, TVA 
has been able to justify the denial of power contracts to new appli- 
cants for power supply by reliance on strictly engineering and eco- 
nomic factors. What the results of a territorial limitation would be 
is difficult to predict, except that stability would probably not be 
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one of them. Either the communities outside of the present TVA 
power service area would exert constant and increasing political pres- 
sure for a revision of the statutory boundaries, and economic and 
engineering consideration would no longer be controlling or the re- 
verse would occur. The neighboring private utilities, regarding 
themselves free from any effective restraint would extend to TVA 
the pattern of dismemberment and raiding which they have applied 
successfully in the past to other publicly owned electric systems. 
Possibly both would occur with expansion at some points on the 
system and raiding by the utilities at other points. 

I might say that one of the private power companies has already 
pure hased a plant site right in the very heart of the TVA area 

Now, Mr. Chairman, at the time I diverted to this matter of the 
territorial limitation I had been speaking about certain principles 
written into the TVA Act, particularly the principle that it should 
be managed by a board accountable to the C ongress and not by the 
Budget Bureau or someone out of the 1 valley or ‘here in Washington. 

That principle has been repeatedly affirmed by Congress as we have 
resisted again and again the never-ending presssures to take away 
from TVA the authority to manage the power system for which it 
is responsible under the law. The question was presented once when 
the Government Control Act came before the Congress in 1945 and 
I want to speak to this for a moment because in 1945 the Democrats 
were in control, we had a Democratic Budget Director. I have 
spoken about the present budget, now I want to speak of this situ- 
ation when we have the other party in power. 

Then it was proposed that the Bureau of the Budget should have 
the same authority to limit recommendations to the Congress with 
respect to the use of the revenues of all corporations as it enjoyed 
with respect to the corporation’s use of appropriated funds. 

A Democratic President was in the White House then, the Bureau 
was part of his office, the Director of the Bureau of the Budget was 
his appointee, but representatives of TVA had no reluctance to ap- 
pear before the appropriate committees to justify an exemption. I 
recall my own discussions with members of the committee handling 
the legisl: ation in the Senate. Our position was not partisan. It was 
based on principle. The question was fully considered and Congress 
recognized that the Board of TVA could not be held accountable for 
the management of this power system unless it controlled the use of 
the proc eeds it derived from the sale of ener gy. 

An exemption acceptable to those of us concerned about the prob- 
lem was incorporated in the bill and TVA, like any well-managed 
enterprise, was instructed by Congress to use its revenues in the con- 
duct of the business for which Congress holds it responsible and ac- 
countable. Adoption of the Gover nment C orporation Control Act did 
not change the basic procedures of TVA. 

From the beginning of its life TVA had come to Congress every 
year reporting fully not only how it planned to use the appropriated 
funds it requested but outlining in great detail how it proposed to 
use revenues derived from the sale of energy. In one document—that 
is, se annual budget presentation, the experience of the past fiscal 
year, the record of ‘the current year, and the expectations for the next 
year are presented to the Congress, hearings are held by the commit- 
tees, witnesses come and are examined, the documents, the hearings 
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are all printed. There is opportunity for debate in both Houses. 
There has been debate every year since TV A was established. 

From the beginning of TVA’s life its accounts have been audited 
by the General ‘Accounting Office and the Comptroller General has re- 
ported his findings directly to the Congress. TVA should continue 
to live ina goldfish bowl, to be required to demonstrate on any day 
and on every occasion that it is indeed faithfully carrying out the 
will of Congress. This is essential. But requirements for reports, 
procedures designed to disclose intent, opportunities for discussion of 
plans and of changes from those plans, appraisals of performance— 
when all those are accomplished—the power to decide and to report 
to the Congress must rest in the Board of TVA, not in the Bureau 
of the Budget. 

We have proposed in the Kerr bill the repeal of an amendment 
adopted in 1948 which restricted use of revenues for new projects 
and have substituted the procedures I have described. We have pro- 
posed the repeal of another 1948 amendment, one which provides th: “ 
TVA should return in cash to the Treasury over a period of 40 years 
from the time a power facility goes into operation whatever sums have 
been made available from the Treasury for its construction. Instead 
of utilizing the 40-year formula the Kerr bill provides that each 
year the Board shall make payments to the Treasury from power 
proceeds which will at a minimum be equal to the current cost to the 
Government of the outstanding appropriation investment in power 
facilities. The cost to the Government will be figured at the average 
rate of the Government’s marketable obligations; additional pay- 
ments of cash will be made to the extent the Board finds it prudent 
to do, and such additional payments will serve to reduce the net 
amount of appropriations on which the minimum payments calcu- 
lated to cover the Government’s interest costs are developed. 

The question of how much cash the Congress should require to be 
withdrawn from the system and paid to the Treasury each year is 
vital. I believe we should proceed with caution in establishing rigid 
and fixed requirements by law. The Government, the owner of this 
system—never forget that, gentlemen—the Government is the owner 
of this system, created the system not to make profits but for public 
service. If we were to follow the policy of demanding the maximum 

‘ash return each year we would be aping the very practices which 
brought private power companies into disrepute. We would be en- 
couraging excessive power rates in order to realize big cash returns. 
To the extent that the Government as owner requires the payment 
of large amounts of cash the agency is forced to borrow more than 
it otherwise would have to do. The equity money in the system is 
drawn down to a dangerously low level and the menacing require- 
ments of fixed charges are pyramided. The resulting financial pres- 
sures might tend to prevent TVA, as they prevented private com- 
panies, from operating this system to promote enlightened public 
policies. It is fair, I believe, that the cash payments from power 
earnings should be large enough to cover the interest cost on the ap- 
propriation investment at all times, that keeps the Federal Treasury 
whole. I do not think at this time it is fair or wise to ask for larger 
payments unless the managers of the system find that larger pay- 
ments can made without jeopardizing their program. They will be 
free and encouraged to make payments larger than the minimum if 
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they can. We should remember that TVA made payments before 
any requirements or any schedule had been developed. They paid 
cash into the Treasury then and they are now ahead of the schedule 
Congress approved. There is no reason to suppose that payments 
in the future will not be above the minimum required by law. 

It is important to remember that rigidities and limitations, ceilings 
and floors, may combine to defeat the goals this power system was 
directed to seek. No one can tell in advance precisely what the effect 
of limitations may be. Some invite litigation. Others cause confu- 
sion. All serve to distract the attention of management from its ma- 
jor goals. Insofar as we are able I hope we can continue to give 
the management of TVA flexibility enough to meet changing condi- 
tions and to meet its responsibility and acc ‘ountability to the C ongress. 
If we do I believe the record of the past will be continued. 

TVA can continue to promote the public interest if we resist the 

temptation to divide responsibility, to dilute authority, to tie the 
hands of the Board with redtape. If we do not succumb to the fal- 
lacy that wisdom is confined in Washington and that prudence is 
restricted to the Bureau of the Budget. Let us have faith in the 
people of the valley and the management of TVA. Together they 
have richly added to the strength and the experience of the Nation, 
together they have richly benefited the welfare of all the people of 
the United States. Let us put no impediment in the way of their 
continued success. 

I find, Mr. Chairman, that I neglected to refer to the provision 
that I told my good friend, Senator Case, I would refer to. In the 
general discussion I passed over that particular page of my state- 
ment. 

I would like to call particular attention, as I stated to Senator Case 
I would, to a provision of the Kerr bill which related to a point he 
raised earlier. In many questions and answers in our discussion I 
overlooked it. 

The provision on page 4 of the Kerr bill, which I shall quote, is as 

follows: 
Provided, however, That except with the approval of the President during a 
period of national defense emergency declared by the President or the Congress, 
no such bond proceeds, nor any power revenues, shall be used to initiate the 
construction of an additional power-producing project until (1) the Corporation 
notifies the President and the Congress of its plan to construct such additional 
project, and (2) following such notification a period of 60 days of a single 
session of Congress elapses without the enactment of legislation disapproving 
such construction. 


In other words, before TVA can start a new plant down there under 
the Kerr bill they have to make a report to the Congress telling of 
their desire to construct-a new plant and that matter has to lie before 
the Congress for at least 60 days of a single session of Congress. 

I want to call particular attention to that. 

Senator Casr. I appreciate the Senator’s doing so and we will con- 
sider that furthe ' when the committee goes into executive session. 

Senator Hii. I did not feel, though, in view of the Senator’s ques- 
tion and the importance of this situation that I should leave this com- 
mittee room without calling particular attention to it. 

Thank you, Mr. Chairman. 

Senator Kerr (presiding). Thank you. 
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Senator Hitz. Mr. Chairman, I thank you very much for your kind 
consideration. 

Senator Kerr. Are there any further questions? If not we will 
hear from Senator Estes Kefauver. 

Senator Kefauver, we are very glad to have you here, we are 
delighted to have him as a joint sponsor on this bill. 


STATEMENT OF HON. ESTES KEFAUVER, SENATOR FROM THE 
STATE OF TENNESSEE 


Senator Kerauver. Mr. Chairman and gentlemen of the committee, 
I am honored to have the privilege of following the distinguished 
Senator from Alabama, Mr. Hill, whom I consider one of the able 
and sincere statesmen of the United States Senate, a Senator who 
has done so much in the development of the resources of the country 
generally and who understands the problems of the TVA better than 
anyone in the United States Senate in my opinion, having been a 
cosponsor of the original TVA Act back when it was first created 
and who has followed with a keen interest and active participation in 
the development of this project all of the years since that time. 

Senator Hit. May I express my deep and sincere thanks to him. 
Thank you, sir. 

Senator Kerauver. And Senator Hill has not only been interested 
in the TVA, but in every section of the United States. I am very 
grateful for ‘the opportunity of appearing before the committee and 

saying a word on behalf of the bill which you, Mr. Chairman, have 
sponsored and which I am honored in joining in sponsoring to pro- 
vide for TVA revenue bond financing. 

I need hardly say that as one of the cosponsors that I wholeheart- 
edly favor the enactment of this bill. 

It is essential that we enact a financing bill for TVA at this session 
of Congress. For 4 years running TVA has had no appropriations 
for new power capacity. The P resident, in his budget message of this 
year, points out that additional generating facilities will be needed 
to meet TVA power requirements by the e nd of 1960. TVA estimates 
that its gross margin above peak demands for the winter of 1959-60 
will be 9. percent and its net m: irgin after an allowance for equipment 
outages and so forth, will be only a little over 1 percent. 

Mr. Chairman, this is a ridiculously low margin, far lower than 
any private utility would consider safe. It jeopardizes the welfare 
and the economy of the whole Tennessee Valley Authority and, of 
course, what would be the situation in the winter of 1960-61 if this 
bill is not enacted and TVA cannot build some new projects we can 
see would mean catastrophe. 

[ would call your attention to a report on 5-year amortization of 
emergency defense facilities under section 168 of the Internal Reve- 
nue Code of 1954, published last year by the Joint Committee on In- 
ternal Revenue Taxation, of which Senator H: arry Byrd, of Virginia, 
is chairman. 

This report, examining amortization programs granted to private 
power companies to encourage them to develop additional generation 
facilities, has this to say: 


It has been asserted that ordinarily an electric utility company will plan its 
investment so as to have a capacity capable of generating 15 percent more than 
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its peak power demand. This 15-percent margin is made up of a 10 percent 
necessary excess to cover line losses in transmission, normal breakdowns, and 
facilities idle during repair. But it is typical practice to have a 5-percent excess 
capacity for unexpected development. 

Quoting further from the report: 

The Office of Defense Mobilization has recognized two objectives of a Govern- 
ment policy with respect to electric power in the present defense situation. In 
the first place, some of the present peak load is related to defense expenditures 
which could fall off more or less suddenly. The Government is concerned that 
this part of present demand should not be met by calling on the 5 percent held 
for unforeseen developments. The second, and more important, consideration 
in Government policy is that a sudden shift to full mobilization would increase 
the peak power loads, for example, by requiring a number of industrial firms to 
start operating with 2 or 3 shifts. To be prepared for a sudden full mobiliza- 
tion of this sort it is estimated that an excess capacity in the neighborhood of 
20 percent is required. The size of the margin, the extra 5 percent above the 
normal 15 percent, is determined from negotiations with the defense agencies, 
particularly the Department of Defense, and the Atomic Energy Commission. 


Thus, you will see, Mr. Chairman, that the Government in planning 
genel rally for power development, believes that there should be a 
20 percent excess above peak demand in a system to insure continuity 
of supply adequate for defense. Yet for TVA, by the winter of 
1959--60, the gross margin is less than one-half that amount. 

It is shocking that the administration would allow this situation 
to develop. It is even more shocking that Congress would allow it 
to do so. 

What we seek today, Mr. Chairman, is not appropr iations but a fair 
and equitable means of financing our own needed facilities by the 
issuances of revenue bonds, 

Your bill, Mr. Chairman, provides that means. 

It recognizes the essential of good administration, placing the au- 
thority as well as the responsibility in the Board of TVA. It pro- 
vides for full accountability to Congress, without hamstringing red- 

tape and limitations. It recognizes ‘that the best administration for 
a regional development is within the region itself, by those who live 
with, and therefore know and understand, the problems to be ot 
It follows the theory of decentralization under which the TVA wa 
founded origimally and under which it has grown to be such an Bote 
standing example of what the people of the United States can 
accomplish. 

Now, Mr. Chairman, a little while ago I was impressed by what 
Senator Martin said that unfortunately in this day and age we must 
prepare for pone wars long before they come. Senator Martin 
said that we have to get ready “for wars many years before. I think 
it is well to bear in mind that fortunately because we had the TVA 
program we were able to get power for Oak Ridge, for Paducah, for 
the aluminum company at Maryville, and the Reynolds Co. at Lister 
Hill, and other 

Senator Kerr. At Lister Hill did you say ? 

Senator Krravver. At Lister Hill, Ala. 

Senator Kerr. I am happy to know about that. [| Laughter. | 

Senator Krerauver. That is a great and deserved honor that Lister 
Hill, Ala., was named after our distinguished Senator, and it should 
be observed, I think, that today more than one-half of the electricity 
being generated in the Tennessee Valley is going to defense installa- 
tions. 
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Senator Gore. Mr. Chairman, ordinarily I would defer to my 
senior colleague, but since I come up for election first laughter] T 
wonder if he would agree now that Albert Gore, Tenn., could be 
established before Estes Kefauver, Tenn. ? | Laughter. | 

Senator Kerr. Without objection the suggestion is agreed to. 

Senator Kerauver. I am very happy to make that concession. I 
had not heard anybody in Tennessee trying to name a city after the 
senior Senator, I hope the j junior Sen: tor does better. 

Senator Case. Mr. Chairman, off the record. 

(Discussion off the record.) 

Senator Hiti. Might I interrupt the Senator for a minute. I think 
for the sake of the record that it ought to be made very clear that 
Lister Hill, Ala. was not named by TVA. TVA had nothing what- 
ever in any way, shape, fashion or form to do with the naming. 

Senator Gore. Nor did the senior Senator from Alabama. 

Senator Hitz. I want to make it very clear that TVA had nothing 
to do with selecting the name. 

Senator Krravver. Mr. Chairman, speaking as someone who knows 
something about how it was named, in that part of Alabama there 
are a great many Republicans and Democrats, and I think that this 
choice of the name was unanimous sly approved by the Republicans 
as well as the Democrats to honor the senior Senator by naming this 
town Lister Hill, Ala. 

Senator Kerr. I would like to say for the record if my good friend 
from Tennessee will permit, that an accomplishment so appropriate 
and so worthy and so justified needs neither explanation nor apology 
in this forum. 

Senator Keravver. I think the chairman is very fair. 

Senator Corron. Mr. Chairman, off the record. 

(Discussion off the record. ) 

Senator Case. Mr. Chairman, I noted with a great deal of interest, 
Senator Kefauver, that you have quoted from a report issued by the 
Joint Committee on Internal Revenue Taxation with respect to the 
amortization of emergency defense facilities and further that you 
note that Senator Byrd is chairman of the committee. Do you know 
whether or not Senator Byrd would favor the passage of S. 1869? 

Senator Keravver. I say to my friend from South Dakota I do 
not know, although I have heard Senator Byrd say that he 4 “d that 
some system for financing could be worked out for the TVA. I do not 
know that he is familiar with the terms of the various bills that we 
have on that subject. 

Senator Casr. Did the committee make any specific reference to 
any planning of Government power facilities and this suggestion of 
a 20 percent excess ¢ 

Senator Krravver. No, I do not think it made any recommendation 
with reference to Government-owned facilities. 

Senator Case. Did they use this 20 percent excess as a yardstick in 
measuring the acceptability of power facilities for rapid amortization ? 

Senator Krracver. That was the purpose of it and the report was 
to the effect that keeping our power facilities up to the 20 percent 
margin was a proper use of rapid amortization. 

Senator Casr. And that the Government was warranted in extend 
ing rapid amortization to facilities necessary to provide that 20 per- 
cent excess ? 





AMENDING THE TVA ACT 43 


Senator Keravuver. That is right. That was the purport of the 
report. 

Senator Case. That is very interesting. 

Senator Kerr. I will say to my good friend from South Dakota 
that the report is a committee report and that one of the authors of 
S. 1869 is a member of that committee. 

Senator Kerauver. As I remember it is a unanimous report, is it 
not, Mr. Chairman ? 

Senator Kerr. That is my recollection. 

Senator Hitt. Well, Mr. Chairman, might I interrupt there to say 
that you are the author of S. 1869—we others have just joined you— 
you are the author, Mr. Chairman. 

Senator Kerr. I want to say that I am very grateful for the asso- 
ciates that I have on it, but that I did feel like it was all right to 
put into the record that I am one of the members of the committee that 
made that report. 

Do you have further observations ¢ 

Senator Krerauver. I wanted to point out, Mr. Chairman, that al- 

lowing TVA to come to the winter of 1959-60 with margin produc- 
tions such a small amount in excess of its absolute needs is not in keep- 
ing with what this committee has said that electric utilities should have 
in order to meet the mobilization needs of the country and that if we 
should have greater defense needs as we may very well have between 
now and 1959-60, and in the future, that the TVA would not be in a 
position to furnish electricity to these great defense establishments 
which are located in the Tennessee V alley . So that for the defense 
need of the country I do hope that this legislation may be passed at this 
session. 

I wanted to point out also, Mr. Chairman, that I think all of us 
have the attitude, and we must have in this country and in the Con- 
gress, that we want to support legislation and do support legislation 
that may be considered only helpful to one section of the country be- 
cause we build up any section that builds up the entire country. I 
have supported, as my colleagues have, legislation for the St. Law- 
rence seaway, for projects in California, for other sections of the 
United States, even though they had no particular connection with 
‘Tennessee or the State that I come from, because by building up other 
sections of the country we help the whole United States. 

But, in the case of the TVA we do have this additional situation that 
the TVA has furnished one of the finest markets giving employment 
to people who work in factories in other parts of the country that we 
have in any section. The generators and the transmission facilities, 
the turbines, and the other heavy equipment which has been purchased 
in such large amounts by the TVA are not made in the TVA area, 
many of them are made in Pennsylvania or New York and Wiscon- 
sin, Some equipment is made in New Hampshire that comes to the 
TVA and every State in the Union has manufactured and furnished 
equipment and things that have been put into the TVA program. 

I also want to point out that this is not a political issue in any sense 
of a word. The TVA has been most scrupulous in seeing that poli- 
tics has never played any part in the employment or in the operation 
of its great program. 

I just came back last night from a visit in the eastern part of our 
State where I expect some of the counties are even more Republican 
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than any county in New Hampshire or any county in South Dakota 
or any county in Pennsylvania 

Senator Gore. Or the United States. 

Senator Kerauver. Or in the United States, that is true. We do 
have one county in eastern Tennessee, I think by the record it is the 
most Republican county anywhere in the United States. 

Senator Gore. We have difficulty getting enough Democrats to hold 
the election. 

Senator Kerauver. That is true. 

Senator Corron. It must be a wonderful county. | Laughter. | 

Senator Kerauver. Well now, it has great possibilities. 
| Laughter. | 

It has tremendous possibilities and has made great advancement. 
But this securing authorization for the financing of itself is the big 

roblem that people in that part of the State are worrying about 
just like they are all over the valley. They are united Republic ans 
as well as Democrats in wanting the TVA to be able to carry on, 
to be able to issue bonds to finance its own development, and, of 
course, that is the section of Tennessee which has as its Congressmen 
Carroll Reece and Howard Baker who are Republican Congressmen 
and I am sure that my distinguished colleagues, Senator Cooper and 
Senator Morton who are fine friends of the TVA will say the same 
thing about many Republican parts of Kentucky, and for that matter, 
also, Mr. Chairman, this is not a point of view of any particular 
segment of our population. The corporations, the banks, the so- 
called private—big private enterprise operations in the Tennessee 
Vv alley are just as anxious that something be done about this as are 
the small business people and the farmers. 

I remember that back when the TVA was first started that a 
Mr. T. R. Preston was the director of Commonwealth & Southern. 
He was for many years the president of the Hamilton National Bank 
group in Chattanooga, Knoxville, and other towns and cities in the 
valley. He was a very strong opponent of the TVA, of it coming 
into being, but in later years he became one of its strongest enthusi- 
asts proclaiming the fine record that it made, how it had helped to 
give free enterprise a better opportunity in this great region and that 
is true all the way around. 

So, we are pleading here, Mr. Chairman, not for something Demo- 
cratic or not for something that is Republican, we are all joined in 
asking that Congress give ‘the TVA this opportunity and all of our 
people are united in this request. 

Thank you very much, Mr. Chairman. I will be happy to try to 
answer any questions, but I think Senator Hill has covered all the 
territory. 

Senator Kerr. Are there questions of Senator Kefauver ? 

Thank you very much, Senator. 

Senator Kerauver. I think I should point out in this connection 
that the exchange of power, the selling of power between the TVA 
and the private utilities has, ac cording to the testimony of the private 
utility people themselves, been a very satisfactory arrangement, it 
has been helpful to both. And I certainly hope that that economical 
arrangement which is so useful may be allowed to continue and that 
no limitation is going to be written into any bill which would prevent 
that. 
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Thank you very much, Mr. Chairman. 

Senator Kerr. Thank you, Senator. 

Senator John Sherman C ooper of Kentucky. 

Senator Coorer. Mr, Chairman, may I ask how long the hearings 
will continue today ¢ 

Senator Kerr. Well, how long will the Senator’s contribution take ? 

Senator Coorrr. I think it would take some place in the neighbor- 
hood of 45 minutes to an hour. 

Senator Kerr. Then, if it is all right with the Senator and the 
committee, in view of the fact that there is a Democratic policy meet- 
ing at 12:30 that I must attend, how would it be if we recessed until 
2:30 and the Senator come back and give us his statement then ¢ 

Senator Coorer. Thank you very much. 

Senator Kerr. Is that all right with the other members of the 
committee ¢ 

Senator Casr. 1 was just wondering, Senator Morton, do you have 
a statement / 

Senator Morron. No. 

Senator Kerr. I understand Senator Morton said he has no state- 
ment to make. 

Senator Coorer. 1 might say if I may have just a moment, Mr. 
Chairman, that I have ‘introduc ed a bill, S. 1855, which has been 
discussed this morning, and it does atttempt to answer some of the 
questions that have been raised, and I think Senator Hill has raised 
some of those questions, too. I think it would take me 45 minutes to 
an hour to develop my testimony. 

Senator Case. Mr. Chairman, my only purpose in asking about 
Senator Morton, I thought if possible he had a short statement he 
could give it to us now. 

Senator Morron. I have no statement, Mr. Chairman, thank you 
very much. 

Senator Coorer. I would like to say, Mr. Chairman, I was very 
much interested in the statement of Senator Hill. I am always inter- 
ested and inspired by what he says, and when he had this long dis- 
cussion about the naming of the towns, the thought suddenly ad- 
dressed itself to me that I doubt if John Sherman Cooper would ever 
be selected as the name of a town in this area. 

Senator Kerauver. Mr. Chairman, on the record, I think that the 
possibility of a town or city John Sherman Cooper has great pros- 
pects because he is certainly highly respec ted in Tennessee. He might 
even get a town named after him in Tennessee. 

Senator Case. Mr. Chairman, one other question. I notice that 
General Vogel is here, who I understand expects to testify. Will 
we have his testimony this afternoon also? 

Senator Kerr. Well, Senator Sparkman has a statement to make. 
So far as I am concer ned I will be glad to sit for 2 or 2% hours this 
afternoon, and we will just have to see how much can be brought in 
in that time. Do you have a suggestion ¢ 

Senator Case. No, I have not. I just wanted to know so that we 
could all plan our programs. 

Senator Kerr. Then we will recess at this time and come back at 
2: 30. 

(Whereupon, at 12:15 p. m., the subcommittee was adjourned to 
reconvene at 2:30 o’clock this day.) 

93483—57——-4 
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AFTERNOON SESSION 


Present: Senators Kerr (chairman), Gore, Case, Cotton, and 
Hruska, committee members; also present: Senators Cooper, Spark- 
man, Kefauver, and Morton. 

Senator Kerr. Senator Cooper. 


STATEMENT OF HON. JOHN SHERMAN COOPER, UNITED STATES 
SENATOR FROM THE STATE OF KENTUCKY 


Senator Coorrer. Senator Kerr, and members of the subcommittee, 
I want to thank you for giving me the opportunity to testify not only 
on 8. 1855, but on the gener ral subject of the authorizing of TVA to 
undertake self-financing measures to meet its power needs. 

I know that your committee, Senator Kerr, has had this matter 
under consideration for, I think, 2 years. I know also that you have 
introduced bills to enable TVA to undertake self-financing measures. 

And I want you to know that I have the greatest regard for what you 
and those who have sponsored these bills have done. 

I recognize another fact, that there are many members of the Senate 
and House from the Tennessee Valley area who have lived there with 
TVA for many years and know a great deal more about it than I do. 

I certainly enjoyed the testimony of Senator Hill this morning. 
He was one of the authors of the original TVA Act, and anyone who 
listens to him testify knows that he still has the spirit which animated 
the initiation and the passage of the original act. 

I will proceed with my written testimony. 

The purpose of S. 1855, which I have introduced, is to authorize 
the Tennessee Valley Authority to finance, by the issuance of revenue 
bonds, to the maximum amount of $750 million, generating facilities 
to supply power demands which will accrue in the present — 
area of the TVA in the 5-year period beginning in fiscal year 1961, 
more specifically, in the winter of 1960-61. 

In 1955, when this committee was considering bills authorizing the 
TVA to finance such generating facilities, there was disagreement 
concerning the extent of the authority that should be given to TVA, 
and the control that would be exercised by the Treasury, the Bureau 
of the Budget, and the Congress, over financing operations by the 
TVA. 

Just recently I read the records of the hearings now being held by a 
subcommittee of the Public Works Committee of the House on H. R. 
3236 and H. R. 4266, which propose self-financing by TVA. And I 
may say, you need only read the record to find that the same questions 
are being raised today by Members of the Congress. 

A part of the area of my State, Kentucky, is served by TV A direc tly 
and by power exchange contracts. It happens that my own county 
is not served by TVA, ‘but counties ver ynearare. I live only 50 miles 
from the Tennessee line. 

During my short service in the Senate I have joined with other 
representatives of the Tennessee Valle »y to support appropriations for 
TVA. And on oceasion I have introduced upon their behalf and with 
them amendments to restore appropr lations, 
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In 1948 I had the opportunity to vote for construction by TVA of 
the first steam plant at Johnsonville. I might say I was one of the 
few who voted for appropriations for the Memphis steam plant. 

Yet, it was evident to me during those years, as it is to us today, that 
Congress was reluctant if not wholly unwilling to make the larger 
appropriations which are now required to finance TVA’s growing 
power needs even in its present service area, That was the reason that 
I proposed in the Senate in 1954 when the Dixon- Yates contract was 
being offered—and which I opposed—that the Senate enact legislation 
to give to the Tennessee Valley Authority the right to sell bonds to the 
public to secure capital to build needed generating units. 

I think it may be well to point out here that the existing generating 
plant of the TV A has a capacity of approximately 9,600,000 kilowatts, 
approximately 3 million kilowatts being provided’ by hydro plants, 
and 6 million by steam plants. I understand that when present con- 
struction is completed the capacity will total approximately 11 million 
kilowatts. This power passes over 10,000 to 11,000 miles of trans- 
mission lines to municipalities, rural electric cooperatives, and private 
businesses in a 60,000-square-mile area. And, as has been testified, 
56 percent of this power goes to defense facilities of the United States 
Government. 

There has been disagr — about the method of providing addi- 
tional power to serve the area. But there is agreement upon the part 
of the TVA, and Bureau of the Budget and the Treasury, that unless 
new generating facilities are ready in the winter of 1960-61, a power 
deficiency will develop in the TVA system. 

There is also general agreement that additional power demands will 
accrue at a rate of approximately 750,000 kilowatts per year during the 

year period that will begin in 1960-61, And the cost of constructing 
facilities to supply this amount of power will be approximately $750 
millon. 

And it must be remembered that the construction of generating 
facilities must be commenced during the fiscal year 1958, and go for- 
ward steadily, if the need is to be met. 

Senator Kerr. Senator, just as a matter of curiosity, do the figures 
you give there give a fair yardstick of the cost per kilowatt of ca- 
pacity for construction of electric generating facilities at $1,000 per 
kilowatt, is it / 

Senator Cooper. $200 is the figure that has been given me. As I 
understand it, beginning in the winter of 1960-61, a need of 750,000 
a year will develop, and for a 4-year period that would be 3,750,000 
additional kilowatts. And I understand that it will take about $200 
a kilowatt. 

Senator Kerr. The 750,000 kilowatts per year and the $750 million 
covers 5 years ¢ 

Senator Cooper. Seven hundred and fifty thousand kilowatts of 
power per year will be needed. 

Senator Kerr. And the $750 million is what you regard as ade- 
quate to pay for 5 years 4 

Senator Cooper. To pay for the construction facilities to supply 
the increased demand over a period of 5 years. 

Senator Kerr. I follow you. 

Senator Coorer. Now, the reason I say that it must begin this yea 
is because I understand that it will take about 314 years to eaten 
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a generating facility. This fact points up the urgency for Congress 
to take action during this session to authorize the TVA to finance 
this needed expansion. 

In 1955 the committee will remember that the separate views of the 
Tennessee Valley Authority and the Budget Bureau were presented 
to Congress for enactment of a self-financing plan. In the hearings 
sharp differences were developed which evidently made it impossible 
for the committee to report a bill to the Senate. The TVA reacted 
to this impasse by proceeding to finance construction from corporate 
revenues, a source sufficient to bridge the immediate gap between sup- 
ply and demand anticipated until the winter of 1959-60, but insufli- 
cient by half to meet the requirements of the long-term—that is, for 
the 5 years after that date. 

The same differences of viewpoint are manifested again in the 
hearings of the House committee. But this impasse must be broken 
this session if the power needs are to be met. 

And I say, I believe a larger issue is at stake, and that is the 
preservation of the integrity of the TVA as a public power agency 
working to accomplish the purposes of the TVA Act, because if these 
funds are not provided, the practical fact will result that it will not 
be able to meet its need. And if that should continue over a period of 
years, it could mean, unhappily—I hope it will not, but it might— 
the dissolution of TVA. We would have to face the reality. 

The bill which I have introduced undertakes to find a solution of 
some of the differences, and yet preserve wholly the integrity of the 
TVA. 

I would like to tell the committee that I have had consultations 
with the members of the staff of TVA, the Bureau of the Budget, 
and the Treasury. I cannot state that the bill I am introducing rep- 
resents the views of any of them. In fact, the reports that have been 
filed both by the TVA, and, I think, of the Comptroller General, 
raise objection to this bill. 

This is a bill which is my bill, and which I prepared with my staff. 
chiefly Mr. Andrew Duncan who is here with me today. But I be- 
lieve it does provide a basis upon which progress can be made toward 
the resolution of the differences which thus far have prevented enact- 
ment of needed legislation. 

I would like to point out immediately—and this does respond 
somewhat to the testimony of Senator Hill—that it is the purpose of 
S. 1855, this bill, to provide to the TVA the full flexibility that it 
needs to expand its power capacity over a period of 5 years, to have 
full management of these operations without direction of the Bureau 
of the Budget, or the Treasury; and this it does, in my view. At the 
same time, the bill would provide the review of operations and the 
proper control by Congress which owns the agency and which has 
appropriated nearly $2 billion to its success. 

I did not have much professional help on this bill, and no doubt 
there are changes that should be made in the bill. But I believe the 
main purposes are clear. 

I proceed, therefore, to a discussion of the main features of S. 1855, 
differentiating when applicable from the bill introduced by the dis- 
tinguished chairman of the subcommittee, Senator Kerr, and others, 
the bill described as the “Bureau of the Budget” draft which was 
considered in 1955. 
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First, the bill would only authorize at this time $750 million of 
revenue bonds to be issued. And I believe that neither the TVA nor 
the Bureau of the Budget should object to this limitation, for it is 
the amount which both have estimated to be sufficient for the first 
5 years of the self-financing program. 

And there will be 5 years for the TVA to come to Congress for 
any additional authority it may need. 

[ notice in the report of the TVA, section 3, “Ceiling Upon Bonds”, 
the TVA makes this comment: 

The authority to issue bonds would be exhausted under such a ceiling within 
a relatively few years, and there would be uncertainty in the meantime as to 
TVA’s long-term ability to finance power capacity. 

[ point out that there will be 5 years for the TVA to come here 
and present any additional requirements that it needs. And I point 
out again that there is tremendous uncertainty today about its posi- 
tion, And this at least would give it, certamly for a period of 5 
years, stability. 

Second, the management function of the TVA would be preserved. 
It would not be required to secure the prior approval of the Bureau 
of the Budget or the Treasury or any further approval of the Con- 
gress respecting the use of the proceeds of the sum of $750 million. 
It could issue the bonds at such time and in such amounts as it 
deemed best, and plan and construct such generating facilities as it 
determined would best meet its need. 

I think if the Congress is willing to continue the TVA—and I am 
proceeding on that assumption—and to approve its directors and to 
authorize the issuance of $750 million of bonds, or any comparable 
amount, surely it seems to me it should give the TVA the authority 
and flexibility to professionally plan and provide for its power needs 
within the limits of the amount of bonds it authorizes the TVA to 
issue. 

And upon this point of management, and upon professional deter- 
mination, I would like to say, I found the discussion of Mr. G. O. 
Wessenauer of the TVA on this point before the House committee 
recently—that is, the necessity for professional planning and deter- 
mination of financing and construction—a very illuminating discus- 
sion, and I believe conclusive. 

While the Treasury could not determine substantive questions re- 
lating to the issuance of bonds, in order to provide coordination in 
the issuance of Government securities the bill would require the TVA 
to consult with the Treasury Department before making a bond of- 
fering, and would give the Treasury Department the right to control 
the dates of issuance, recall, and maturity within a 90-day period. 

The Treasury could not, however, delay any issuance or date of 
any maturity more than 90 days, a period which I believe to be 
sufficient to avert conflict between Government offers. 

I pause again to say that this provision gives great flexibility to 
the TVA. 

I notice in the report of the TVA that they object to this provision. 
But it seems to me that any agency >f the Government should be 
willing to consult with the Treasury to make certain that the issu- 
ance of their bonds did not conflict with the greater need and the 
greater objectives of the Government itself. And I think the provi- 
sion is a very reasonable one. 
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And while assuring the TVA of the flexibility it needs to develop 
its power system, there are provisions in the bill, express and im- 
plicit, which maintain the proper control and review of the Con- 
gress. For example, those who have testified for the TVA have said 
the TVA will continue to make its annual report and accounting 
as well as its prebudget explanation of proposed yearly operations as 
required by law, and admittedly with some limitation, because the 
TVA might have already acted in some cases, the Congress has the 
inherent power to deny or revise any TVA proposal relating to power 
expansion. That doesn’t add anything or take anything away from 
the power of Congress. 

In contrast to the TVA bill again, which places no limit on the 
amount of bonds that would be authorized, the limit of $750 million 
fixed in this bill would require the TVA to return to the Congress 
within 5 years for further authorizations if determined that it needed 
them. This would necessitate a review and accounting of its per 
formance under the terms of this first authorization. 

Again I don’t think TVA should be worried about that, because 
their record of operations over these years has been good. And I am 
certain that with the first authorization of funds for self-financing, 
it would make every effort to make a good record, and I am sure they 
would. 

Again, in contrast to the TVA bill, which places more importance 
on it, S. 1855, unlike both the TVA and the Bureau of the Budget 
drafts, would limit the use of additional power developed from gen 
erating facilities built by bond proceeds to the geographical area now 
being served on a regular basis by TVA. This would, of course, in 
clude power exchange arrangements. They would be mentioned and 
included in the “service area.” 

Senator Kerr. You mean by that that it neither could build a facility 
and transmit the power itself outside of the present service area, nor 
could it generate power to exchange with others who would trans 
mit it outside of the present service area; is that what that means ? 

Senator Coorer. Senator, if you will permit me, in just a moment 
I am going to come back and go into a little fuller discussion. 

Senator Kerr. I understand. But I wanted to know if that was 
the principle. You said this would, of course, include power ex- 
change arrangements. And what Il was wondering was whether or 
not those power-exchange arrangements would be limited to the pres- 
ent service area, or if it could exchange power which the utility re 
ceiving it might transmit beyond the present service area 

Senator Coorrr. If they now have exchange arrangements with 
either private businesses, or rural electric cooperatives, or public 
power agencies or municipalities, they would be continued; yes. 

Senator Kerr. In other words, any power-exchange arrangement 
that they might make in the future could not be to serve any area 
which is not now being served either directly or by power-exchange 
arrangements ¢ 

Senator Coorer. Except by permission of Congress. I am coming 
to that in just a minute, and I want to give it a little further dis 
cussion. 

The area in which proceeds of the bonds can be used can be enlarged 
if authorized by law after the corporation has submitted to the Con- 
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ress and the Bureau of the Budget a request for such authorization. 
shall discuss this provision in a ‘moment at greater length. 

Going on to other provisions of the bill, the bill would continue the 
40-year repayment provision which was instituted in the 1948 Inde- 
pendent Agencies and Corporations Act, and has proven successful. 
It provides, however, that those repayments shall not retire the Fed- 
eral investment in the TVA below the level of $750 million. This 
figure would be subject to review by Congress, either when the TVA 
makes a second request for bond issuing authority or when the Fed- 
eral investment is reduced to the point of $750 million. 

I would like to insert in the record here the figures that the original 
power budget investment was $1,429,631,000 and on June 30, 1956, it 
had been reduced to $1,219,499,000. 

On the question of the amount which it would be reduced, the pur- 
ported Bureau of the Budget draft required a reduction to $250 mil- 
lion. In the next 5 years if TVA could not reduce it below $750 mil- 
lion at the best, so it seems to me that that would be a reasonable 
point to fix it, and then let the Congress review it when TVA comes 
back for a second authorization, 

The bill would require the TVA to commence payment of the inter- 
est on that portion of the Federal investment which has not been re- 
paid at the rate of the average interest cost payable by the Treasury 
on its total marketable public obligations as of the beginning of each 
fiscal year 

I think that is the same provision that appears in the so-called 
TVA bill. 

The provisions regarding repayment of interest are substantially 
the same as those embodied in both the TVA and the Bureau of the 
Budget drafts. The TVA bill would not require any fixed schedule 
of repayment of the Federal investment in power, while the Bureau 
of the Budget would take from the TVA its annual depreciation in- 
vestment until the Federal investment was reduced to $250 million. 
I think it reasonable that the TVA should continue to repay its in- 
vestment under the terms of the 1948 amendment as long as it dem- 
onstrates that it can do so. 

Further, as payments will not reduce the Federal investment be- 
low $750 million within 5 years, when it will be necessary for the 
TVA to return to Congress for further authorization, it seems to me 
that $750 million is a point to which the investment should be re- 
duced, and is a realistic figure at this time. It can be reviewed later 
by the Congress in the light of the operations of TVA under its first 
self-financing authority. 

I might stop here to say that the committee might determine that the 
total of both the interest payment and the repayment of investment 
are the 1948 amendment may be too stringent in these first 5 years. 

I don’t think it would be because it happens that the TVA has, I 
think, anticipated its payments by some 3 years. But the committee 
would not want to penalize the TVA because of its good fiscal 
oper: ation. 

The reported net power revenues for 1956 were $53,859,167. The 
possible interest payment under this bill which I have introduced 
would be approximately $30 million. And the annual principal ay 
ments under the 1948 act would also be about $30 million. 


g 
I 











52 AMENDING THE TVA ACT 


would say that I took the 1948 act because the Congress had made 
that determination, and it has worked. But it may be that the com- 
mittee would think that is too stringent. 

[ have no objections to what the committee might decide on that 
point. 

In closing, I would like to address myself to some of the questions 
that the distinguished senior Senator from Alabama and my friend 
‘aised in his fine discussion this morning on the point of the service 
area limitation. 

First, I call attention to the fact that this bill does not preclude, 
as Senator Hill said, the building of any generating facility, or any 
steam plant, outside the area. It simply ‘continues the ex! sting re- 
quirement that the Congress must give its approval. 

This bill doesn’t add anything, it doesn’t ch: ange the requirement to 
date. Ifthe TVA wants to build a steam plant or a generating facil- 
ity of some kind, either within or without the area, it must come to 
Congress for approval. So I think it is incorrect to say that it pre- 
cludes it—it doesn’t. 

Senator Kerr. May I ask you a question there 

Senator Coorrr. Y es, sir. 

Senator Kerr. Do you understand the purpose of your bill to be, 
then, No. 1, to authorize TVA to expand to the extent of $750 million 
additional generating capacity, to be paid for by the revenue bonds 
authorized by your act, but that that authorization would be limited 
to the extent that TVA couldn’t build a $10 million generating plant 
without coming back and getting the positive authorization of the 
Congress to do so, although it would be doing that with the proceeds 
of the revenue bonds which under your act would be authorized to be 
issued for that purpose ? 

Senator Cooper. Senator Kerr, the bill defines the service area, on 
page 2. I will read that: 

The term “service area” as used in this subsection means the area regularly 
served during the month of February 1957, with electric power generated by the 
corporation. 

Senator Kerr. In other words, your bill would authorize anything 
on the initiative of TVA within the confines of the present service 
area, but if it wanted to go outside, it would have to come to Congress 
to get that? 

Senator Coorrr. Just like it does now. 

I call attention to the fact that it is now necessary for the TVA 
to come to Congress for authority to construct new generating facili- 
ties, both within and without the service area that I have defined. 
My bill would relieve TVA of that requirement with respect to its 
present service area, and continue the present rule with respect to 
the outside areas. 

In other words, I have defined the service area, which I would 
think would mean all of the areas which are presently served by TVA 
power. And that would include also exchange arrangements with 
public or private utilities. 

This bill would provide that the TVA could sell up to $750 million 
of bonds, and could use the proceeds of the bonds to build generating 
facilities to serve that area, and would not have to come to Congress 
for any further approval in this bill, because it is the $750 million 
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that the TVA has testified that it needs for the vertical expansion of 
this service area. 

Now, if TVA wants to move outside of that area, what does the 
Congress know about what is needed ? 

Now, if the TVA wants to build a generating facility outside of the 
TVA—suppose they wanted to build it in Kentucky, i in my area—I 
live in a coal area—or they want to service new customers, a new 
co-op in Kentucky, or Georgia, or Alabama—then the TVA can do as 
it does now, it could come to the C ongress and ask for authority to 
construct such a facility. 

I notice here again, to clear up another point, in the TVA report 
it says: This restricting would prevent, in their opinion, the TVA 
from providing new delivery points for existing TVA distributors 
outside the area described. 

I disagree wholly, because the bill provides 

Senator Kerr. It is not the purpose of your bill to do that, that is 
what you are telling this committee ? 

Senator Cooper. That is right, and if it can be clarified, it can. 

Third, it would not upset any existing contracts for exchange of 
power, it would continue them. And I recognize that there might be 
economic problems which will occur on the fri inges of the area, such as 
the requirements of new exchanges of power, ‘the supply of an area 
from which a possible utility, private utility, might withdraw, and 
leave the area unserved, and perhaps the committee can take care of 
some of these by amendment. I recognize the old provision in the 
statute about the transmission lines, the ability to serve an area on 
the transmission lines. But I am sure that one of the basic objec- 
tions to the authorization of the TVA to finance itself is this vague 
and undetermined position upon the question of the area in which 
bond proceeds could be used. 

I live in a state where a great many cooperatives would like to have 
the benefit of TVA power. I live in a county which perhaps would. 
There is a county adjoining mine which wants it. But if an addi- 
tional tier of counties get power, then there is a new tier on the other 
side. And I think the TVA has got to face this question. The 
basic question before the Congress now, and it is the basic question 
before the TVA, is whether or not it is going to have any funds to 
expand in its own area vertically. The Congress is not appropri- 
ating funds to it. The question is, will the TVA take up such a fixed 
position, or will the opponents of TVA take such a fixed position that 
they are going to prevent expansion of the demonstrated power 
needs of the TVA. 

And I think that my bill would give the flexibility to serve those 
needs. And second, it does not preclude the TVA at all from coming 
to the Congress as it has always come to the Congress. And I think 
that should be cleared up, because that is a misunderst: inding. 

Senator Casr. May I say first of all, Senator Cooper, I regret I was 
unable to be here, because I was tied up with people who kept me away, 
but this point that you are just making is one that interests me a great 
deal, and it was a point that I touched on a little bit this morning in 
some of my questions. 

Do I understand correctly that it is your contention that you need 
this authority to insure the financing for the dev elopment ‘of TVA 
where it now is, to meet the growth right where it is serving now / 
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Senator Coorer. The TVA officials and the Bureau of the Budget 
admit that beginning in 1960 and 1961, that over a period of 5 years 
after that date they will need 3,350,000 kilowatts of additional power 
And it will take $750 million to construct facilities to supply that 
power. 

Senator Case. So that if TVA were to get the authority for issuing 
bonds as is proposed in your bill, it would be to that extent better 
off than it is now? 

Senator Cooper. It would meet the needs of the area that it now 
serves. 

Senator Case. Of the area that it now serves / 

Senator Coorrr. Yes. 

Senator Casr. And as to development or extension into other areas, 
it would be in no worse position than it now is, in that it has come to 
Congress or could come to Congress for extensions ¢ 

Senator Coorer. It would be exactly in the position it is today 
with respect to the territory outside the service area. It doesn’t take 
anything away from TVA. 

i might point out further that it does have some power revenue, 
there is a possibility of power revenue from old facilities, facilities 
which would not be constructed by these revenues, but it could make 
minor adjustments around its periphery, that is permissible there. 

Senator Case. Does your bill propose to place any limitations on the 
revenue received from power facilities heretofore constructed ‘ 

Senator Coorer. No, it doesn’t except by requirements of repay- 
ment of interest and principal. 

Senator Casr. But so far as the application of these revenues to new 
construction, it places no restrictions on them / 

Senator Coorer. No. My understanding of the rule for that is that 
if it involves new facilities, the TVA would have to come to Congress 
for approval. 

Senator Casr. As it is doing to programing now / 

Senator Coorrer. And if it simply involved the addition or the re- 
placement, it can use those revenues without any authorization of 
Congress. 

I would just close by saying this, that I join with my fellow Sen- 
ators and Members of the C ongress from that area in a deep desire to 
see the TVA maintained and its integrity maintained. I think it has 
done a great service, not merely for “that sec tion, but the whole Na- 
tion. I think it has had a great influence on power rates throughout 
the Nation. But I think we have come to a point where, if it is to 
be preserved, that there must be some decisions made by our own Gov- 
ernment, by the executive branch of the Government, and by the 
Congress, and I may say by the officials of TVA. As I see it, there 
are thauneniie of people who live in the TVA area who believe in 
it as an ideal, but also have very practical reasons for believing in it, 
because it serves them. And outside the TVA area there are some 
real idealists who believe in it who have no practical reasons to believe 
in it. And then there are others who do not either have practical or 
idealistic reasons to support the TVA. I want it to live. But I think 
there is a possibility that this impasse will continue unless the people 
in the TVA area and the people in the executive branch and the con- 
gressional branch of the Government face the facts that now bear 
upon its operation. 
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I think my bill might provide a starting point to reach a solution. 
You always have pride in authorship, don’t you, Senator Kerr? 

Senator Kerr. Yes, sir. 

Are there any further questions ? 

Senator Casge. Just one more, Mr. Chairman. 

Senator Cooper, what does your bill do, if anything, with respect to 
the issuance of bonds of any kind? Was there any coordination be- 
tween the issuance by the TV A and the United States Treasury ? 

Senator Kerr. That provision is in there. 

Senator Coorer. Yes. It preserves the authority of the TVA to 
issue the bonds in such amount and at such time as it thinks proper, 
but it does require the TVA to consult w ith the Treasury, and to give 
notice to the Treasury 60 days in advance of its intention to issue 
bonds, and it does give to the Treasury the right to postpone the 
issuance of any bond for a period of 90 days, simply to provide an 
adjustment of the issue of the TVA bonds with General Government 
offerings. 

Senator Case. But at the expiration of the 90 days the TVA could 
go ahead ¢ 

Senator Cooper. Yes. It seems to me that unless you give the TVA 
that authority, that then you do upset the possibility of the effici rlency 
of this operation, as Senator Hill suggested this morning, that you 
actually transfer the management of the TVA to a Government 
agency which I don’t think is designed to manage it. I think Con- 
gress is the only instrumentality that has any real authority over the 
TVA. It isa congressional creature. 

Senator Case. | would certainly agree with that. But at the same 
time I doubt if Congress should create corporations or should give to 
corporations authority to issue bonds which could be issued willy-nilly 
without respect to the financing plans of the Treasury itself. It seems 
to me there should be some coordination in the offering of the bonds 
on the market. 

Senator Coorrr. Well, this does provide for coordination. I would 
assume this, Senator Case. We start with an assmuption that the ad- 
ministration wants the TVA to be continued; if we didn’t have that 
assumption I don’t think we would be considering—— 

Senator Casr. You wouldn’t bother with any legislation ? 

Senator Coorer. That is right. And the administration has asked 
for the enactment of financing plans. 

Secondly, I think you have got to consider that the Board of Diree- 
tors of TV A certainly would pl: ice the security and the solvency of the 
United States at a higher level than the TVA. And I think that if you 
prov ide for consultation, it would be unreasonable to believe that either 
the Treasury would kill the offering by just simply preventing it, or, 
on the other hand, that the TVA would fly in the face of the inte ntaons 
of the Congress by issuing bonds at times which would endanger Gov- 
ernment offerings. I think you have got to permit some flexibility 
In it. 

Senator Kerr. As I understand the provision of your bill, it would 
prohibit the directors of the TVA from making an offering for as long 
a period as 90 days after receiving notification “from the Treasury that 
that is their wishes in the matter, provided the Treasury so notifies 
them. 

Senator Coorer. Yes, sir. 
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Senator Kerr. And you are going on the assumption, No. 1, that 
they are going to cooperate, and take into account the program 
of Treasury financing in fixing the date? 

Senator Coorrr. Yes, sir. 

Senator Kerr. But even if they don’t, the Treasury would have the 
authority to move up as much as 90 days any date that they did fix ¢ 

Senator Cooper. Yes, sir. 

Senator Kerr. Isn’t it reasonable to assume, Senator, that they 
would know that they did offer financing at a time of conflict with the 
offering of the Treasury, that if either ‘issue was to be injured, it would 
be theirs and not the Treasury’s ? 

Senator Coorrr. I think so. I think you have to assume that the 
TVA directors want to make a success of their offers. 

Senator Case. That is probably true, and my observation has been 
that the TVA and other agencies have been before the Congress asking 
for appropriations with budget approval that took longer than 90 days 
to get enacted. 

Senator Cooper. Yes, sir. 

Senator Kerr. Any further questions / 

Senator Corron. I would like to ask 1 or 2 questions, Mr. Chair- 
man. 

Senator, as a pratical matter, the full faith and credit of the United 
States would be behind these bonds anyway, would it not? Not asa 
part of the bonds, not legally, but actually ¢ 

Senator Coorrer. Not legally, but. morally. 

Senator Corron. In other words, a system that Congress created 
and that the Government owns and already has a tremendous invest- 
ment in, these bonds would actually, if they were ever—and I don't 
even suggest that they would be—but in the case of default we would 
have to make them good ? 

Senator Coorrer. Again I say-—— 

Senator Corron. Not legally, but it is inconceivable that we 
wouldn't. 

Senator Kerr. We wouldn’t have to, but I think we would. 

Senator Coorrr. I think we would. I think we are a good Govern- 
ment, and I think we would. 

Senator Corron. Now, on page 2 of that rather important pro- 
vision about restricting the using of this money for new facilities 
without the service area unless specific permission of Congress is 
granted, in that provision you have covered a point that at least to 
me, as one member of the committee, has always loomed very large 
in this matter of cutting the TVA loose to the extent of letting them 
go ahead on their own to raise money and handle their own activities 
without coming back to Congress and to its committees ever so often 
for many details. 

It has been my—I mention this before I ask this question—it has 
been my position right along, I don’t want to see TVA stifled, I want 
to see it progress, I want to see it fill the needs of its territory, and as 
rapidly as possible I would like to see it freed from being at the 
mercy of the conflicting viewpoint in the committees of Congress and 
in the Congress. 

Now, because of that, it has loomed very large in my own thinking, 
this matter of territorial restriction. And in the course of the pro- 
posed bills in the last Congress, I suggested, I offered an amendment 
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which would have fixed the boundaries to a certain extent of TVA. 
And now, that amendment. failed, and I am reconciled to that. I 
think undoubtedly it should have failed, as I look back upon it, be- 

‘ause, even though Congress could have at any time extended those 
boundari ies, it did say to people who live just outside the perimeter 
of TVA, “We are shutting the door to you from ever having the 
opportunity to derive those benefits.” And Senators from the sur- 
rounding States, they naturally and very logically and very reason- 
ably could not see their way clear to adopt such a restriction. 

Now, you have substituted for that in your bill, not a Chinese wall 
surrounding the present TVA system, but a provision that if, after 

raising this. money, the Tennessee V alley Authority desires to build 
plants outside of the perimeter of this area, or sell electricity outside 
of this area, they must come back, as in theory they must now, for the 
authority of Congress. 

Now, when we offered the amendment 2 years ago, and at last I 
am trying to get down to the point of my question, when we offered 
the amendment 2 years ago which established definite boundaries, 
we put into that certain exceptions. We put in the exception—which 
incidentally would have taken care of the very meritorious matter 
that was brought up by the distinguished Senator from Alabama 
this morning—if that had been adopted, TVA wouldn’t have had 
to come to Congress before it could have sold power to the Govern- 
ment, to the Atomic Energy Commission. We excepted the Federal 
Government and all its commissions and the Government corporations 
which have a proprietary interest, so that they could sell to the 
Atomic Energy Commission and others outside the area without com- 
ing back. 

We also excepted the transfer, the exchange of power, but we didn’t 
do what your bill apparently intends to do now, to freeze it on the 
present basis of the exchange, and compel them to come back to 
Congress for any different or new arrangement. 

We simply excepted sales to our exchanges of electrical energy 
with any electric-utility system having gener rating capacity sufficient 
to supply substantially all of its own power requirements in dis- 
tributing electrical energy in areas adjacent to the existing service 
area of the Tennessee V alley Authority, but sales or exchanges under 
this paragraph: 
shall be made only to the extent necessary to the economic and efficient oper- 
ation of the facilities of the Tennessee Valley Authority. 

In other words, we set up criteria and excepted that. 

Now, how would you feel about retaining your provision that out- 
side of this area—if they are going to expand outside the area, they 
should come back to (¢ ‘ongress? But in adding those exceptions to 
your provision, would you i feel that that would be all right? 

Senator Coorrr. I certainly would, because I pointed out in my 
statement there were certain economic issues which my bill didn’t 
reach. You have mentioned two of them. 

Senator Corron. Just one more question—and I will confine myself 
now to this territorial restriction because it seems important to me. 

As a Senator from that area, deeply and sincerely interested in 
TVA and representing a constituency where, as you have so well 

said, there are co-ops which undoubtedly might look with longing 
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on the possibility of their obtaining benefits from it, is it your feeling 
that this territorial—that this restriction to the exent that when this 
child of the Congress is going to go beyond its present territorial 
limit, that it ought to have first the affirmative agreement of the Con- 
gress—do you think that shuts the door to your people, to other people 
around the perimeter / 

Senator Cooper. I couldn’t say that it shuts the door forever; no. 
I am dealing with the situation in which there is an express need 
for $750 million of construction to supply the present power needs. 
And my bill would limit that construction to supply the needs of a 
particular area. But you have suggested some amendments which 
would meet—— 

Senator Corron. Be even more liberal. 

Senator Cooper. Which would meet economic problems. 

Senator Corron. Yes. 

Senator Coorer. Which I would like to see; but my bill didn’t go to 
that point. I suggest that deficiency in my bill. 

I think the question of what the Congress does to enlarge areas is just 
dependent upon the philosophical viewpoint of any Congress that hap- 
pens to be elected. 

Senator Corron. As one who lives in the area and is deeply inter- 
ested both in the viewpoint of the TV A and those who live just outside 
of the perimeter, you can understand the viewpoint of some of us from 
other sections of the country who, before granting this authority, would 
like to make sure that it is to be used to satisfy the needs of the present 
aren; and before the policy is extended, that there should be further 
affirmative action. 

Senator Cooper. I think that if the Congress is going to authorize 
the TVA to issue bonds, it is perfectly reasonable for the Congress to 
know where the power which is developed from that money “will be 
used, 

Senator Corron. Of course, they would know under the bill, as I 
understand it, of the distinguished chairman of the subcommittee— 
they would be notified and know where it would be used, but unless 
they were able to take an affirmative action within 60 days, they 
couldn't do much about it. Am I correct in that analysis / 

Senator Kerr. Unless they did take the action within 60 days, the 
action which hé id been indicated to them would take place. 

Senator Corron. Thank you. 

Senator Coorer. I don’t want to keep the committee, but there are 
1 or 2 other matters which were raised in the testimony this morning. 
I don’t think they are too important, but they were raised. 

Senator Kerr. In other words, as I understand the difference be- 
tween the bills, his says they can’t unless Congress does, and the other 
bill says they can unless Congress tells them they can't. 

Senator Coorer. That. is right. 

Senator Hill this morning pointed out that this would preclude the 
building of a steam plant. And I think he pointed to the fact that one 
might be built in Kentucky—could be built. 

Senator Gorr. You didn’t object to that ? 

Senator Coorer. No; but I have got to be consistent. It doesn’t 
preclude it, it simply says that the TVA has got to come to Congress 
and get its permission. I would point out, though, that there is quite 
a difference in the effect of building a plant to bring power into an 
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area and the expansion of power without an area, and that Congress 
could very easily say that it is more economical to build a steam plant 
in one area and transfer that power into the TVA area. That doesn’t 
expand the power use area, but still the TVA would have to get 
permission. 

I have tried to be consistent in this, but as I have said, I live very 
close to the Tennessee line and there are counties very near me who 
want to get TVA power. And I would certainly hope that when they 
present their case to the C ongress they can get it. But I have to be 
consistent. I live in the Cumberland V alley. We produce power in 
that valley, and it goes to Tennessee, but we don’t get any benefit out 
of it. And I would like some day to see us get the benefit from it. 

Senator Kerr. The economy of your neighbor kind of flows over 
into your State / 

Senator Coorrr. We get benefits, but not so directly. 

sut I felt that I wanted to be consistent in the bill I offered—and 
I can’t be consistent if you say, “Well, this will apply to everybody 
but me.” 

Senator Kerr. Any questions / 

Senator Gore. I would like to ask some questions. 

Senator Cooper, I appreciate the diligent thought and work you 
have given to this problem. I appreciate, too, your interest in this. 
It is an interest that we share mutually. 

I would like to get your views, if I may, with respect to three 
things: The ownership, repayment of principal, investment, and in- 
terest. My point, if I may illustrate, is that in the case of an REA 
cooperative which obtains a loan from the Federal Government for 
expansion of its transmission lines, or its generating capacity—when 
the loan with interest thereon is repaid, the REA owns the property, 
free of encumbrance. Similarly, if a private concern obtains a loan 
from the Small Business Administration and repays it with interest, 
the ownership of the property is fixed and free of encumbrance in the 
original owner. Now, in the case of TVA, if we require the repay- 
ment of all the capital investment, with interest, by the people who 
are served by TVA, they are left, nevertheless, with the responsibility 
of repaying ‘the full investment of the project, with interest, but never 
owning any interest in the facility. 

Now, with that background, I wondered to what extent you think 
the vertical expansion of TVA, to borrow your term, and I think it is 
a very good one—whenever I have used the word “expansion” of 
TVA, some people have interpreted it as a geographical expansion. 
I think you have made a fine contribution by the use of the term 

“vertical expansion”—to what extent do you think the vertical ex- 
pansion of TVA should be financed by the revenue, the income from 
TVA; and to what extent do you feel that people of the valley should 
be required to repay both investment and interest income, and thus 
retire the Government’s investment in the project ? 

Senator Coorrr. Well, first I would say that there is some differ- 
ence between a rural electric cooperative and the TVA. <A rural elec- 
tric cooperative is in its beginning essentially an organization of 
the citizens and individuals who, acting as individuals through a 
cooperative, secure a loan. The TVA was established, as I under- 
stand it, as an example of a Government-owned public power agency 
to demonstrate certain purposes in an area. Personally, I would like 
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to see the TVA continue to be an agency owned by the United States 
Government, a public power agency run for the purposes set out in 
the act. I think we must say that without the great appropriations 
that have been made by the Congress, the gre¢ ut advantages of that 
expansion could not have occur red. I think it is reasonable that the 
TVA should repay the power investment to some figure. Now, that 
figure is a matter of judgment. The Bureau of the Budget mee $250 
million. The figure provided in my bill is $750 million. I don't 
know what is the proper figure. I think that the United States Gov- 
ernment should always keep some equity in the agency. 

It might be $750 million, it might be $250 million. But I think 
there should be an equity. 

Senator Gore. But you would not, I take it from the terms of your 
bill, you would not have substantial substitution of all capital invest- 
ment by revenue bonds. 

Senator Coorrer. No. I think the very fact that you are now re- 
quired to come before the Congress to secure new means of financing 
indicates that the TVA cannot meet its needs by its power profits. 
Now, if the Congress gives TVA authority to issue bonds and thereby 
expand, there may come a time when TVA can finance itself by its 
power profits. And I did point out one thing in my bill whie h the 
committee ought to consider, and that is the question of whether the 
repayment provisions that I put in, plus interest, would be too stren- 
uous for TV A in the first 5 years. 

Senator Gore. That brings up a very practical question, The net 
income of TVA last year was fifty some—$53 million, wasn’t it ¢ 

Senator SparKMAN. Fifty-seven. 

Senator Gore. Well, now, if the interest requirement should be $30 
million for next year under whatever bill we pass, and the authori- 
zation requirement is $30 million, using round terms, then I fear it 
would be too strenuous, that it would be draining from the TVA all 
of its revenues into the Treasury, and thereby substituting revenue 
bond investment for the present capital investment of the Federal 
Government. And I think you have made a very helpful suggestion 
there by suggesting that the committee may want to give considera- 
tion to the stringency of such a requirement, particularly in the early 
years. 

Senator Coorrr. I had that under consideration, and I did point out 
that at present the TVA is anticipating its payments, I think, for 
3 years. 

It wouldn't have to meet that requirement for the next 3 years. 
Second, the estimated earnings of TVA in 1958 would be $60 million. 
Third, there are present assets which might not be applicable to these 
payments, but they are there, of about $153 million, I think. But that 
is a question for the committee. 

I do believe this—and I disagree with the TVA on this point—I 
believe that they ought to make payments of some size as a return, 
and fixed payments on the power investment—— 

Senator Gore. Well, I am sure 

Senator Coorrr. Because I think it would bring the investment 
down to some point which the Congress would think appropriate. 

Second, I think it will help the TVA in its problems with the Con- 
gress, and in its approval throughout the country. 
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Senator Gore. I am sure you will recall that as a Member of the 
House of Representatives I supported the provision of the 1948 act 
to require a 40-year amortization. Now, however, we are considering 
a proposition to permit, perhaps require, the TVA, for any further 
expansion within its service area, to issue bonds upon which interest 
would be paid, to amortize these bonds and repay them, and likewise, 
amortize with interest the present Government investment within that 
area to the level of $750 million as provided in your bill. 

Now, that brings to mind still another comparison or contrast. 
When a private utility expands by the issuance of stock, it pays divi- 
dends on that stock. But the investment is, so far as I know, never 
retired. Here we are considering a proposition to place upon the TVA 
an unbusinesslike requirement of both retirement of capital invest- 
ment and an interest repayment simultaneously, though the question 
of ownership is never involved, never changes. 

I suggest that the committee may want to take that into considera- 
tion. As Senator Hill pointed out this morning, in the experience 
in which TVA has already issued bonds and retired bonds for capital 
additions, the Government is the net beneficiary, in that there is now 
within the ownership of the Government the additional facilities 
which were paid for entirely by the people who purchased TVA 
power. 

Now, I will not pursue that any further. I do want to point out 
that in some respects I think the bill introduced by the chairman of 
the committee may give more congressional control than the bill which 
you have suggested, and I think it has much merit; they both have 
merit. 

Under the Kerr bill, all projects, whether within the present service 
area or not, would have to be reported to the Congress. And the 
Congress would have a given time in which to act. I believe your bill 
would apply only—would require approval by the Congress only for 
the expansion without the area. 

Senator Coorrr. That is correct. 

Senator Gore. So to that extent, I believe the Kerr bill would give 
to the Congress more control of the TVA as it is than the provision to 
which you have addressed your remarks in your bill. 

Senator Coorer. That might be debatable, because I think Con- 
gress has the inherent: power to act. 

The provision which I have fixed in mind would be a declaration 
of intention upon the part of the Congress that it was giving the 
TVA the authority to operate as a business entity within the scope 
of the amount of bonds which was authorized in the bill. Again, be- 
‘ause the bill of my distinguished friend, Senator Kerr, does not fix 
any limits upon the bonds which could be issued, I think it necessarily 
would require a different kind of control, but it isn’t the control the 
Bureau of the Budget wants. 

Senator Gore. If I may summarize my questions, you, Senator Hill, 
and Senator Kefauver are in agreement in your statements, that the 
management functions of TVA should remain in its Board of Direc- 
tors? 

Senator Coorrr. Yes. 

Senator Gore. Then you are, the 3 of you—and I see that Senator 
Sparkman is ready to testify—at least on record so far, the 3 of you 
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have been in agreement that TVA should be provided some means of 
expanding its generating capacity to serve its present area by means 
of bonds supported by its revenue? 

Senator Cooper. Correct. 

Senator Gore. The points of difference are, you suggest that there 
should be a rather definite restriction of TVA’s service area to its 
present service area unless specifically approved by Congress, whereas 
Senator Hill says that the present limitations in the law are, in prac- 
tical effect, sufficient. 

Is that a summary, a fair summary ¢ 

Senator Cooper. Generally so; yes. 

Senator Gore. I am not trying to put words in your mouth. I am 
trying to understand it. Then, ‘thirdly, the Kerr bill would have no 
limitation except the inherent limitation of revenues of TVA to sup- 
port the issuance of bonds, while you would suggest an actual figure 
limitation, an amount limitation, of $750 million ? 

Senator Cooper. Yes. 

Senator Gorr. Aren’t those the principal differences? 

Senator Cooper. I think generally. 

Senator Gore. I believe there is no substantial difference no dif- 
ference that I could detect, between your bill and Senator Kerr’s bill 
with respect to the procedure for issuance of debentures. You would 
have them cover—I just don’t see any substantial difference on this. 

Senator Coorrr. I think the chief differences in my bill are simply, 
first, that the amount of bonds that would be authorized is limited to 
$750 million, which would require the TVA to come back again if it 
needed additional authorization, and, second, the requirement that 
the power which is derived from the facilities built with the proceeds 
of these bonds, would be used in the area for which they now say it 
is needed, the present service area. With respect to the other areas 
they come and get the permission of Congress. 

And may I say—and I close on this—that it was my judgment from 
reading the hearings which were held in 1955, and from reading the 
hearings which have been held over in the House, that those differ- 
ences meet the objections which were made against. open end issuance 
of bonds, without knowledge of where their proceeds would be spent. 
That was one of the chief things perhaps, that has militated against 
the enactment of legislation. And I do want to see legislation enacted 
which will permit the expansion of TVA. 

Senator Gore. That is all. 

Senator Kerr. Any further questions? 

(No response. ) 

Senator Kerr. Thank you very much, Senator Cooper. 

Senator Coorrr. I thank you for your kind consideration, and the 
members of the committee. 

I have prepared a table which shows the differences between the 
bill I have introduced and the others. May that be placed in the 
record ? 

Senator Kerr. It may be placed in the record, if that is what you 
desire. 
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STATEMENT OF HON. JOHN SPARKMAN, A UNITED STATES 
SENATOR FROM THE STATE OF ALABAMA 


Senator 


SPARK MAN. 


First I want to commend the chairman of the 


Subcommittee on Rivers and Harbors-Flood Control for his spon- 
sorship of S. 1869, a bill to enable TVA to finance its power needs. 

I want to say that I have listened with a great deal of interest to 
the presentation made by Senator Cooper on his bill, the whole pro- 


posal, 


I think he has made some very constructive suggestions. 1 


commend him for helping to work out this vexatious problem. 


The entire ¢ 


country 


is indebted to the chairman for 


his constant 


support of low-cost power, and his efforts to develop fully the po- 


tential power 


supply offered by our waterways 


and dam sites 


I am proud to be a cosponsor of S. 1869, and I pledge all possible 
help to the chairman, and other cosponsors and supporters in work- 


ing for 


its enactment. 
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My statement will be brief. Other Senators and friends have al- 
ready testified before this committee as to the objective of and the 
need for this bill. Too, I am aware that my colleague, Senator Lister 
Hill, has given full and thorough testimony in support of this bill. 

As one who helped to give birth to TVA and who has fought so 
valiantly and effectively against its enemies, he is eminently quali- 
fied to argue the merits of TVA and the reasons it should be allowed 
to function at maximum effici iency. I wish to endorse wholly the 
statement of Senator Hill. 

In my brief comments, I want to emphasize the national interest in- 
herent in a sound and flexible self-financing plan for TVA. 

The issue dramatized in the proposal to permit TVA to finance its 
power needs simply is whether or not the area is to be allowed to grow 
or is to be plunged into stagnation and economic retrogression. It 
is an elementary law that ‘where economic progress is concerned, 
we either go forward or we lag farther and farther behind. 

To preserve and enhance the value of the Federal investment in 
TVA, the system must be allowed to grow with the region. The man- 
agers ‘of the system must have flexible authority commensurate with 
the responsibility placed upon them to make final decisions necessary 
for growth and eflicient operation. 

The Government and the power consumers of the valley have in- 
vested more than $1% billion in TVA. If this investment is to be 
properly safeguarded, the managers of the system must have the au- 
thority to decide and act expeditiously. 

I should like to point out that this is the method that has proved 
so successful in American industry. The stockholders do not make 
the day-to-day or month-to--month operating decisions. They cannot 
spend the time to be sufficiently informed to make wise decisions. 
They recognize these barriers and turn over the operations to trained, 
exper ienced managers. 

In TVA financing, the freedom to act quickly at times when equip- 
ment and materials may be available at f: avorable prices often would 
enable the Board to make savings not otherwise possible. It would 
also offer the great advantage of timing bond issues more advan- 
tageously in relation to the money market. 

No one advocates that Congress abdicate its function of supervision 
of TVA’s power operations. “We will continue to receive detailed re- 
ports from TVA. The Board will in the future, just as it has in the 
past, come before the Congress each year and disclose fully its plans 
for use of corporate funds. 

And, of course, the General Accounting Office, an agency of Con- 
gress, will continue to perform its watchdog audits of TVA finances 

It seems to me that the prerogatives of C ongress would be fully 
guarded in this proposed legislation. 

The first problem, then, regarding the national interest in TVA in- 
volves the question of whether or not this project is to be man: aged 
efficiently so as to protect the more than $114 billion of the project’s 
fixed assets. 

Another point to stress is TV A’s importance to the economy of the 
Nation. One only needs to keep in mind what the valley was like 
before TVA and what it is like today. One only needs to « compare its 
relatively small contribution to the national economy prior to TVA 
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with its contribution today. The valley area pays a much larger 
share of taxes today than it did before TVA was established. 

Senator Gorr. To what extent ? 

Senator Sparkman. I am sorry, I do not have it with me now, but 
there was a statement in the press a few days ago which gave those 
exact figures. I thought I had clipped it. But percentagewise, it has 
doubled since the inauguration of TVA. The exact figures appeared 
in the news item just a few days ago. I saved the item, but unfor- 
tunately I do not have it with me at this time. I will supply it for 
the record. 

(The item referred to is as follows:) 

{The New York Times, April 28, 1957] 
TVA AREA Notes EcoNOMIC ADVANCE 
(Special to the New York Times) 

KNOXVILLE, TENN., April 27.—A resource development program of the Ten- 
nessee Valley Authority is helping to spur the economy of the region, according 
to studies made by TVA’s Government relations and economic staff. 

New data have just been made available to the staff from the Internal Reve- 
nue Service. The contribution of the 7 Tennessee Valley States to the Federal 
Treasury, as measured by individual income tax collections, totaled $2,600 mil- 
lion for the fiscal year 1956. That was 6.3 percent of the collections in the 
United States. 

The study shows that in 1933 the 7-State region paid 3.4 percent of the Na- 
tion’s individual income taxes. It added that if this ratio had continued un- 
changed through the 1933-56 period, the region’s contribution would have 
amounted to $12,200 million instead of the actual $21,900 million. 

The States are Tennesse, Mississippi, Alabama, Georgia, Kentucky, Virginia, 
and North Carolina. 

Senator SpARKMAN. Senator Kefauver indicates—— 

Senator Kerauver. The figure you saw was that 3 percent of the 
national income has been raised to about 7. 

Senator Kerr. Is what, Senator? 

Senator Kerauver. [ think that it appears that the people of the 
7 States of the TVA region paid 3 percent of the national tax, and it 
has been raised to about 7 at the present time. 

Senator SpaARKMAN. My point was that the proportion of the tax 
burden has been approximat tely doubled for that area. 

By any measuring rod, the TVA area today is contributing a much 
greater share to the strength of the Nation than was the case prior to 
the 1940's, 

It is still a labor surplus area, It still remains below its potential 
in its contribution to the national economy. If allowed to continue 
to grow, it will contribute further to the prosperity of both the area 
it serves and of the Nation as a whole. 

Involved also in the financial proposal made in this bill is the safety 
of the Nation. 

Many industries essential to the national defense have been mo- 
tivated by the combined resources of the Tennessee Valley, including 
the power resources, to establish in the valley. 

Huge quantities of aluminum are made here. The same is true of 
chemical producing industries. The Air Force has built its strategic 
wind tunnel experiment center at Tullahoma, Tenn. The Redstone 
missile project which unquestionably holds the greatest possibility for 
the development of an adequate and effective missile program is located 
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here. Two huge atomic energy plants depend largely on TVA for 
their power. In fact, they now take more than one- ‘half of the power 
turned out by the TVA power system. 

It can be clearly seen that, to a great degree, the security of the 
Nation depends upon TVA. This security w ill be jeopardized if TVA 
is not allowed to expand its power facilities to meet the greater demand 
that will be imposed upon it. 

Moreover, it is imperative that the margin of gene rating capac ity 
be larger than normal because of the concentration of defense indus- 
tries in the valley. In the event of war, these industries would cer- 
tainly be called upon to expand quickly and produce war materials. 
They can expand their factories much faster than generating plants 

can be built, and if we do not allow some surplus of capacity we will 
be taking a grave risk. 

To a great extent, we are taking that risk now and the longer we 
delay giving TVA the authority to finance its operations or the more 
we curtail and hamstring TVA’s capacity to do so, the graver and 
more ominous that risk becomes. 

There is no question that this function is one of the main reasons 
the utility companies oppose TVA. 

It is revealing that the farther one lives from the TVA area, the 
higher the electric rate he has to pay. TVA offers competition by 
comparison, the only kind of competition that is possible in the elec- 
tric utility industry because the industry is inherently a monopoly. 

It is also revealing that the common-stock earnings of the utilities 
adjacent to TVA have increased relatively faster than the national 
average of private utilities. 

Customers of private utilities have saved money as a result of the 
lower cost of electricity, and the utilities have e njoyed i increased earn- 
ings because of alee sales brought about by lower rates. The 
facts show that from 1937-39 until 1955, annual common-stock earn- 
ings of the Nation’s pr imate Ly oak utilities were multiplied by less 
than three times while their total outst: inding common stock increased 
approximately 60 percent, Over the same period, the common-stock 

earnings of the 9 companies adjoining TVA multiplied by 614 times 
and their outstanding common stock increased approximately 90 per- 
cent. 

These facts show that the companies adjoining TVA have actually 
profited from TV A’s influence on electric rates. 

In addition to having made great savings possible to individual 
consumers through its influence on power rates, the TVA power sys- 
tem has saved millions of dollars for United States taxpayers. It 
has done this through its low rates to the atomic energy plants at Oak 
Ridge and Paducah, which are, as I stated a moment ago, taking 
more than one-half of TVA’s energy. And TVA has also be nefited 
taxpayers through influencing private power companies which have 
also built powerplants to serve the Atomic Energy Commission at 
Paducah, Ky., and Portsmouth, Ohio, to give rates more in line with 
those charged by TVA. 

All these points, it seems to me, prove that TVA is serving the 
national interest, not merely the interest of the region. Citizens and 
taxpayers everywhere will lose if TVA is not allowed to meet the in- 
creasing power demands of the area it serves. The legislation now 
under cousideration proposes nothing more than to make this possible. 
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There are just two other brief points that I want to make. One 
relates to the charge that TVA entices industries from other sections 
of the country, and the other is the also erroneous ¢ harge that TVA is 
a region favored at the expense of taxpayers from other parts of the 
country. } 

Both charges are completely false. I am convinced that an un- 
biased study of all the facts would prove to anyone's satisfaction that 
such is the case. 

Those claiming that industries have migrated from other parts of 
the country to the TVA area have been unable to produce a single 
example. TVA and State development agencies in the valley made 
a study of this charge and found that of the hundreds of new indus- 
trial plants established in the valley region, only about 1 dozen— 
employing only a few hundred people—had moved from other areas. 

The charge that other parts of the Nation are taxed to support 
TVA is equally as fictitious. Under this bill, TVA would assume 
full responsibility for the repayment of principal and interest there- 
on for the bonds sold. In addition, TVA will continue to pay cash 
dividends to the Government, the owner, out of its earnings in suf- 
ficient amounts to Componente at a minimum for the borrowing costs 
on the Government’s investment. 

In the Tennessee Valley region, Federal expenditures during the 
period 1934-54 were $2,840 per capita. During the same period, total 
Federal expenditures for all purposes s amounted to $ $5,850 per capita. 
Of the total Federal expenditures in the valley, TVA represents only 
about 10 percent. 

Most of TVA money is expended outside the valley. In the years 
1934-56, TVA has made purchases totaling $1,761 million; of this, 
$1,024 million—virtually 60 percent—has been expended outside the 

Tennessee Valley States. TVA has spent $939,795,000 outside the 
Vi valley States for manufactured articles—79 percent of the total ex- 
pe nditures for such articles. The leading States in TVA purchases: 
Pennsylvania, $311 million; New York, $156 million; Ohio, $127 mil- 
lion: Illinois, $112 million; Wisconsin, $60 million. Since World 
War LI, users of TVA power have spent $1.75 billion for electric 
appliances, most of them made in other parts of the country. 

On October 1, 1956, the New York Times appropriately had this 
to say about TVA: 

The Tennessee Valley Authority announces that it earned a net return of 
$53,900,000 on its power operations during the fiscal year ended June 30 last. 
This return is just under the average 4+ percent TVA has earned on its power 
facilities during the past 22 years. The Authority paid back into the Federal 
Treasury a little more than this net earning—$59 million. Nearly three-fifths of 
the 53.8 billion kilowatt-hours it produced were bought by Federal agencies, 
principally by the Atomic Energy Commission’s installations at Oak Ridge 
and Paducah. Some additional billions of kilowatts go to Tennessee Valley 
industries whose output is essential to defense. This is something the late 
Senator George Norris, father of TVA, never had to think about it; it was not 
predictable. 

There will be arguinents for a long time to come as to whether TVA’s checks 
to the Federal Government and its payments to States and counties in lieu of 
taxes still leave it with an unfair advantage over private enterprise. What is 
certain is that no private company or group of private companies could safely 
have been encouraged to develop the Tennessee River system for all purposes— 
power, defense, flood control, navigation, food production, and conservation. 

The valley is populated by a conservative people, who would never have any 
truck with Marxism in any form. The proof of TVA’s integrity is that it is 
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about as hard to find an enemy of TVA among them as it is to find teeth in the 
species of poultry known as the Rhode Island Red. 

Senator Kerr. Thank you, Senator Sparkman, for a very able 
presentation of this subject. 

Any questions from Senator Sparkman / 

Senator Gore. 

Senator Gorn. Senator Sparkman, I believe you are chairman of 
the Senate Small Business Committee. 

Senator SpaskMAN. That is correct. 

Senator Gore. It has been charged that TVA is socialism. And 
it has been also charged that it is antagonistic to private enterprise, 
that the establishment of TVA in and of itself was antagonistic to 
private enterprise. Recognizing that the establishment of the TVA 
did bring about the demise of one private enterprise company, albeit 
one that had failed miser rably to serve adequately the area, how many 
private enterprise establishments would you estimate have been 
brought about through the stimulus of the TVA development ? 

Senator Sparkman. Well, I am sorry that I do not have the figure, 
and I could not guess with any accuracy, but I know that it has 
stimulated hundreds, and I think I can say thousands, of private 
enterprises, small businesses of every type, all up and down the valley 
during the time that it has been there. 

Senator Gore. It would, in fact, run to many thousands? 

Senator SparkMaANn. Yes. As a matter of fact, I think the figures 
we were talking about a few minutes ago, when considered in their 
full significance, probably indicate the progress in the valley more 
than any other thing. And that is the doubling of the tax burden 

carried by the people of the valley. And when I say “tax burden” I 
do not mean in dollars, 1 mean a proportionate share of the tax bur- 
den of the United States as a whole. 

Senator Gore. It would be far more than double in dollars / 

Senator Sparkman. Oh, yes, of course. It has been doubled in 
percentage. Now, it took the creation of a great deal of production 
to push that up. And that was brought about by individual enter- 
prises, most of them small businesses indigenous to the area and to 
the resources that we have in the area. 

Senator Gorr. Whereas it has brought about and stimulated the 
establishment of many new small enterprises, would you say that it 
has also stimulated the growth of many existing small enterprises into 
larger and more prosperous private enterprise establishments / 

Senator SPARKMAN. Yes; it has, and even some of the larger busi- 
nesses it has helped along, and helped them to become larger and more 
profitable. And by the way, you made reference a few minutes ago 
to one company that it may have pushed out. I presume you refer 
to the power company serving the State of Tennessee, which, by the 
way, was sold voluntarily, and, if you will remember, it was Mr. 
Wendell Willkie that so strongly advocated the program of 1939 
which made it possible for the TVA to buy the Tennessee Electric 
Power Co., his own company. He wanted to sell; he advoc ated the 
sale. Yet I can say to you that every other power company in that 
area has been stimulated into greater and finer and sounder growth 
than it ever enjoyed before. I ‘could point, for instance, to the power 
company serving the greater part of my own State of Alabama, the 
Alabama Power Co. “Its stock doubled in value within a very short 
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time after the enactment of the 1939 act, when, you will remember, 
it was said that peace was brought to the valley. 

Senator Gore. I didn’t mean to suggest when I made the statement 
that TVA had brought about the Sinlas of one private enterprise 
establishment, that that establishment had been confiscated. It was 
purchased at an agreed price. 

Senator SparkMAN. Yes; and upon recommendation of the owner 
of the company itself. 

Senator Gorr. Thank you, Mr, Chairman. 

Senator Sparkman. And may I say in reference to the territory 
limitations—I wish that Senator Cotton were here—Mr. Willkie 
started advocating when he proposed that measure, and in the first 
part of the testimony on the bill he advocated writing into the law 
some kind of territory limitation, but he gave it up before the hearings 
were over and said that he thought it would be much better not to 
have any territorial limitation written into the law. 

Senator Cooper. You don’t think I am his successor; do you? 

Senator SparKMAN. No; I am not saying that in criticism of your 
proposal at all, but I did think that it might be well to show what actu- 
ally took place. 

Senator Kerr. Any further questions / 

Senator Kerauver. I don’t want to intrude, being a noncommittee 
member, but I would like to ask Senator Sparkman this. In view of 
the fact that he was the sponsor of the legislation that authorized the 
purchase by the TVA of certain transmission generating facilities of 
the Commonwealth & Southern, and issuance of bonds for the pur- 
pose of paying for them—that was in 1939, wasn’t it ? 

Senator Sparkman. That is right. 

Senator Kerauver. The amount of those bonds was sixty-odd-mil- 
lion dollars ¢ 

Senator SpaARKMAN. Yes. And as a matter of fact, when the origi- 
nal TVA act was passed, it provided for the issuance of bonds, and 
it was a relatively small amount, I recall, that was issued under that 
provision. And then in the 1939 act we authorized the issuance of 
bonds for a sufficient amount to enable them to buy out these prop- 
erties. 

Senator Knrauver. And Mr. Willkie, who was the president of 
Commonwealth & Southern, was one of the principal witnesses urging 
that that transaction be approved by the Congress; was he not ? 

Senator SparKMAN. I would say he was the number one advocate. 

Senator Kerauver. And since that time, in connection with the 
limitation on territory, haven’t the TVA and the adjacent territory 
served by the private power people gotten along pretty well without 
any dispute as to territory ! 

Senator SparKMAN. Yes. I have heard representatives of the 
power companies in that area testify before committees of Congress to 
the effect that the tacit agreement arrived at had been meticulously 
observed, 

Senator Krrauver. Thank you, Mr. Chairman. 

Senator Kerr. Thank you, Senator Kefauver. 

Are there any further questions? 

(No response.) 

Senator Kerr. Thank you very much, Senator Sparkman. 

Senator Sparkman. Thank you, Mr. Chairman. 
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Senator Kerr. General Vogel, Chairman of the Board of Directors, 
Tennessee Valley Authority. 


STATEMENT OF HERBERT D. VOGEL, CHAIRMAN OF BOARD OF 
DIRECTORS, TENNESSEE VALLEY AUTHORITY 


Mr. Vocet. I thank you for this opportunity of appearing before 
you. 

I would like to start out by reviewing briefly the history of the pro- 
posal for revenue bond financing of future expansion by TVA. The 
President proposed in his budget message of January 17, 1955, that 
a study be made by the Tennessee Valley “Authori ity. A draft bill was 
prepared by the staff of TVA and forwarded to the Bureau of the 
Budget for its consideration on April 1, 1955. The Bureau of the 
Budget, after consultation with the Comptroller General, the Secre- 
tary ‘of the Tre: asury, and the Federal Power Commission, prepared an 
amended draft and authorized the Board of TVA to submit it to the 
chairmen of the appropriate congressional committees. 

Hearings were held before a subcommittee of the Committee on Pub- 
lic Works, United States Senate, 84th Congress, in July 1955 on 
S. 2373, which closely resembled the origin: al draft prepared by the 
TVA staff. Varying views of the bill were expressed at that hearing 
and are a matter of record. 

Of the two bills now before this committee for its consideration, 
S. 1869 more closely resembles the original draft bill prepared by 
TVA while S. 1855 more closely resembles the bill as amended by 
the Bureau of the Budget. 

Every area of the Nation, if it is to prosper and grow, must have 
an assured supply of electric power, capable of being expanded as 
demands for power increase. The ‘sua Valley in this respect 
is not different from other areas, except perhaps it has a somewhat 
ereater significance as an arsenal of defense. 

Growth in the use of electric power in the Tennessee Valley region 
has been substantial; for example, the distributors of TVA power 
in 1941 served over 400,000 consumers and dispensed about 2.25 billion 
kilowatt-hours. By 1956, the number of consumers had increased to 
1.4 million with requirements of over 15.5 billion kilowatt-hours. The 
total energy supplied by the TVA power system in that year was 
about 58 billion kilowatt-hours, more than half of this output being 
used by the Atomic Energy Commission and other Federal agencies 
to help them carry out their vital national defense responsibilities. 

The generating capacity of the TVA power system has been in- 
creased at a rate approximating geometric progression to meet the 
demands upon it. In 1941, the installed capacity was a little over 
one million kilowatts. This grew to 6 million during the next 13 
years, and then jumped to more than 9 million in the following 2. 
By the end of 1958, including capacity now under construction, the 
TVA system will have available assured capacity of 10.25 million 
kilowatts to meet an estimated demand of about 10 million kilowatts, 
providing a margin of supply over demand of about 2% percent. By 
the winter of 1959-60, the demand is expected to be in the neighbor- 
hood of 10.6 million kilowatts as against an assured c apacity of about 
10.8 million kilowatts. Beyond that time it is anticipated that non- 
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Federal load growth will be about 10 percent per year, requiring 
corresponding 1 increases in assured generating capacity. 

In the past, new capacity to meet expanding system loads has been 
provided largely through appropriations made by the Congress. 
For the past 3 years, however , appropriations have not been provided 
to finance the starting of new capacity to meet the nec essary expan- 
sion. Since appr opriations have not been available, the TVA Board 
has used revenues from the sale of power for financing additions to 

capacity which could be provided by adding generating “units to exist- 
ing steam plants. This method of financing has been possible because 
TVA is ahead of schedule in required pi Lyments to the Treasury and, 
therefore, is able to devote a larger than normal part of its revenues 
to plant expansion. However, no utility can be expected to finance 
its normal expansion for any length of time solely out of current 
revenues, and TVA is no exception. Authority for utilizing other 
sources of funds is essential if TVA is to continue to meet its power 
supply responsibilities to the region and to the defense agencies de- 
pendent on it. The degree of authority extended by Congress should 
be commensurate—in the opinion of the TVA Board—with the re- 
sponsibilities assigned it. 

Construction of modern electric generating plants requires years 
of advance planning. From the date of decision to build additional 
facilities, more than 3 years are required before power can be pro- 
duced by those fac ilities, and it is likely in the future, as individual 
power units grow larger, that even more time will be required. Be- 
fore a decision to begin construction can be made, however, the financ- 
ing of such additions must be assured. The TVA Board earnestly 
recommends that prompt action be taken on its request for authority 
to finance its growing burden by the sale of revenue bonds. 

And now, Senator Kerr, lest in our current preoccupation over the 
power problems of the Tennessee Valley Authority, we forget the total 
program of TVA, I would like to add just for the record that the 
Tennessee Valley Authority has a far greater significance than power 
production alone. We must remember the job it is doing in the con- 
trol of floods, in the development of navigation on this very impor- 
tant artery of the Nation’s commerce, its achievement in the field of 
experimentation in fertilizer production and use, all its varied activ- 
ities undertaken to develop the resources of the region. 

If there are any questions that you would like to ask, I shall answer 
them to the best of my ability. 

Senator Kerr. Questions? 

Senator Gorr. I believe I have no questions, Mr. Chairman. I find 
myself in full agreement with the chairman’s statement. 

Senator Kerr. Thank you very much, General. I am glad to see 
you again. It is always a pleasure to see you and have you before 
this committee . 


Mr. Voce. Thank vou, si: 


STATEMENT OF HON. JOHN STENNIS, A UNITED STATES SENATOR 
FROM THE STATE OF MISSISSIPPI 


Mr. Stennis. Mr. Chairman, a large section of the State I have the 
honor to represent is within that geographical area described loosely 
as the “service area” of the Tennessee Valley Authority. It has bene- 
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fited greatly by existence of the TVA. Mississippi does not contain 
a single hydroelectric dam, inland waterway, or defense plant owned 
or directly supported by this Government agency, but in the last two 
decades, the changes wrought in my State have been nothing short 
of miraculous. The kerosene lamp, a common sight in rural homes 
as late as the 1930’s, has been replaced by the television antenna. New 
industries have grown as the result of the commercial possibilities 
offered by electric power made available by TVA. The whole coun- 
try has benefited by the fertilizer research performed by TVA. The 
manmade lakes, incident to the power-producing and flood-control 
functions of the TVA, have made a garden spot where barren lands 
existed not long ago. For those who have the benefit of the Tennes- 
see River, those citizens of neighboring States, the benefits are mani- 
fold, but TV A’s contribution to the standard of livi ing and prosperity 
of the people of Mississippi would be difficult to overestimate. 

There is no doubt in my mind that the future welfare of the whole 
area described as ~ Tennessee Valley is at stake this year. As a 
welfare measure, I do not think that any more important bill will 
come before the Congress this session than the bills now under con- 
sideration by your subcommittee. But these bills are not welfare 
bills in the sense that they are giveaway bills. 

Passage of Senate bill 1869 would not involve the outlay of 1 tax 
dollar. Its passage would not increase the national debt $1, directly 
or as a contingency. Whether the economic growth and prosperity 
of the Tennessee Valley shall continue depends upon whether Con- 
gress has faith in its own creature, the Tennessee Valley Authority, 
to appreciate the need for sufficient managerial flexibility to meet the 
expanded needs for electrical power to support the growing economy. 

In 1933, the Congress, in creating the TVA, admittedly ‘took a ¢: al- 
culated risk. It proved the economic feasibility of providing electric 
power in a poor and rural area where commercial desolozsmaan had 
always been regarded as unfeasible. The wisdom of its action has 
been proved many times. It was proved prior to W orld War II 
with the emergence of a new life for the area. It was proved during 
World War II when most of the power generated was diverted to 
defense industry. It was proved when the successful experiments at 
Oak Ridge, along with others, led to our pioneering in the field of 
atomic research. It has been proved since then by the rapid growth 
and elevated standard of living of the area which it serves. 

There are instances in American history where inefficiency, waste, or 
corruption, or an unhappy combination of any of those undesirables, 
have characterized the Government enterprise. None of these invec- 
tives could be properly directed against TV A, which has in all respects 
been a model operation of the Government proprietary corporation. 

Thus, the wisdom of Congress in establishing the TVA has been 
underscored by history. It is now that the 85th Congress has an 
opportunity to display similar insight and wisdom as the 7 ist C ongress 
created this agency of Government. 

The Tennessee V alley Authority is a national institution. It has 
made many contributions to the whole country, not limited to the area 
which it serves. Among the most important of these is the furnishing 
of a yardstick for utility rates. The development of this Government 
standard of cost and rate structure has been of direct economic benefit 
to every power consumer, residential as well as industrial, in the 
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United States. Every home has benefited by TV A’s data developed to 
protect against unfair electric charges. 

It needs its own financial plan. TVA, a national institution of 
proven worth, is no longer in the experimental stage. It must have 
the authority to carry out its statutory responsibilities to the Congress 
and to the people it serves. It must have the authority to evolve its 
own financial plan for necessary capital additions. The history of this 
organization’s operation has given me the confidence in its managerial 
ability that has led me to cosponsor Senate bill 1869. I believe they 
will doa fine job. 

The growing economy of the United States cannot be supported 
proper ly w ithout the broadest geographical base. Where one region, 
State or local subdivision does not fully participate in the general 
prosperity, that prosperity ceases to be general. ‘There are no longer 
any economic islands in the United States. ‘The prosperity of this 
Nation is no greater than the prosperity of each and every section. 
Efforts must be made at every level of Government to meet adverse 
economic conditions wherever they occur. 

Nearly all States face the problem of the loss of rural population. 
Migration to the already overcrowded cities is proceeding at an un- 
precedented rate, since the return from farming and other agricultural 
enterprises has been steadily diminishing. Reversal of this trend 
must depend on the will of the people, but an element of choice can be 
restored to them if the conveniences of city life continue to become 
available to farms and smaller towns and economic opportunities in- 
crease to the point where our people can afford to stay on their farms 
and in the smaller towns. These favorable conditions cannot come 
about in an area where there is a permanent or long-term shortage of 
electric power for industrial as well as residential customers. Unless 
authorization for expansion of generating capacity is forthcoming this 
year, the Tennessee Valley is going to be in the throes of a major power 
shortage within the next 4 years. That is the question your committee 
is considering today. 

Electricity is a raw material, It is a vital factor in industrial 
development, important as minerals or other raw materials, a stable 
labor supply, or favorable commercial sites. 

It is unthinkable that any area of the Nation should be choked off 
from full industrial development because of shortage of electric 
power. Unless the TVA is granted sufficient flexibility to meet the 
needs of the people and area it serves, a tragic industrial atrophy will 
set in in the Tennessee Valley within the next few vears. 

The plan envisioned by Senate bill 1869 would allow this flexibility, 
though not without necessary limitations imposed by the Congress. It 
would authorize the construction of generating capacity by issuing 
bonds or other evidence of indebtedness, to be refunded by revenue 
derived from the future sale of electric power. 

Congress and the President must be notified prior to construction 
of additional facilities. This will check undesirable expansion. Pay- 
ments on the present investment in TVA would be suspended ae 
provision is made for a cash payment which at a minimum would 
equal to the interest on the Government investment at the Meare 

‘ate for the marketable public obligations of the Treasury. TVA has 
never been a free rider. 
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The TVA will continue to be a self-supporting industry, and may 
be counted upon to make vital contributions to defense needs in the 
future if it is given the opportunity to meet the needs for expansion 
with a flexible program of financing new generating capacity. 

Senator Kerr. The committee will recess, subject to the call of the 
chairman. 


(Whereupon, at 4:30 p. m., the committee recessed, subject to the 
call of the chair.) 


(Additional statements received are as follows :) 


STATEMENT OF THE AMERICAN FARM BUREAU FEDERATION, BY MatTr TrIGGs, 
ASSISTANT LEGISLATIVE DIRECTOR 


At the last annual meeting of the American Farm Bureau Federation the of- 
ficially elected delegates of the member State farm bureaus approved the fol- 
lowing statement of policy with respect to the financing of future power needs 
of the Tennessee Valley area: 

“The American Farm Bureau Federation historically has supported the Ten- 
nessee Valley Authority as a desirable method, under the circumstances, for 
the development of the resources of the Tennessee Valley area. 

“We support full and adequate power service and supply within the TVA 
area. Additional facilities to meet the power requirements of the area should 
be financed by appropriations or the sale of revenue bonds approved by Con- 
gress for the construction of new facilities. We favor continued TVA distribu- 
tion of power in the area now served. We believe the present service area should 
not be expanded.” 

We have no means of ascertaining the additional investment that will be 
necessary to meet the needs of the area. In common with all other areas the 
Tennessee Valley area has a sharp upward trend in power utilization. Although 
the growth of power requirements, other than those of the Atomic Energy 
Commission, may be charted with reasonable accuracy, the immediate and long- 
range requirements of the Commission in the area is not publicly available. 

It is our belief, however, that since the Tennessee Valley Authority has been 
given the responsibility by national policy for production and wholesale dis- 
tribution of power in the area, that it becomes incumbent upon the Federal 
Government to authorize ways and means whereby such responsibility may be 
met. 

Our resolution does not express any preference as between direct Federal ap- 
propriations or revenue bond financing. But we do believe that such financing 
should be provided by one means or the other. 

It would appear that any financing program authorized by the Congress should 
provide reasonable assurance to users and prospective users of power in the 
area, that adequate power supply will be provided, both on an intermediate 
and long-term basis. Otherwise an uncertainty as to the outlook in this respect 
is created which will serve as a deterrent to the growth and development of 
industry and commerce in the area. 

It is reported to us that even now, although power shortages have been 
averted, persons and concerns interested in prospective establishment or ex- 
pansion of industry in the area have expressed concern with respect to the fu- 
ture outlook for power supply in the area. 

However, we also believe that the Congress should retain a substantial de- 
gree of authority by the establishment of appropriate limitations, subject to 
periodic scrutiny, on the total amount of financing and construction operations 
undertaken by TVA. This is particularly important in view of the uncertainty 
as to future power requirements of the Atomic Energy Commission. And as 
indicated in our above-quoted resolution, it is our view that TVA’s service area 
should be maintained as now established. 

Needless to say, the time element is becoming a significant factor in the 
situation. Although the power requirements of the Tennessee Valley area 
have continued to expand steadily, no new construction authorizations have 
been approved for several years, The time is rapidly approaching, therefore, 
when power supply in the area will become critical, unless action is taken in 
some form to authorize additional construction in the near future. The op- 
portunity of the people and the industry of the Tennessee Valley area would 
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be seriously impaired if some means is not approved to insure that the power 
requirements of the area will be met. 

The opportunity of presenting the views of the American Farm Bureau Fed- 
eration on this issue is sincerely appreciated. 


TENNESSEE VALLEY PUBLIC POWER ASSOCIATION, 
Chattanooga, Tenn., April 22, 1957. 
The PRESIDENT, 
The White House, 
Washington, D. C. 

Dear Mr. PresipeNt: On behalf of electric power systems distributing TVA 
power to some 6 million people, we are writing to let you know our views on the 
appointment of a new member to the TVA Board of Directors. 

Dr. Harry A. Curtis’ term will expire on May 18, 1957. We have the greatest 
respect for his ability and dedication, but Dr. Curtis has said he does not wish 
reappointment. 

Although we live and work in the same valley as the Directors and employees 
of TVA, we see tremendous effects of TVA’s program far beyond the Tennessee 
Valley—in other parts of our Nation, and in fact all over the world. 

Last year alone representatives of SO nations came to study TVA. This 
is a remarkable tribute to TVA, and illustrates better than words the plain fact 
that TVA is an international symbol of democratic imagination and democratic 
processes at work. In 1 year 2,600 people from these 8U nations came to study 
TVA’s operations and methods. And another 2,000 people came from 34 States 
in this Nation—to study TVA, not just to sightsee. 

TVA is the world’s outstanding example of comprehensive river development. 
Twenty projects either underway or proposed in various parts of the world 
follow much of the TVA pattern. 

Without going into more detail, we wish simply to make this vital point: 
TVA is more than a regional agency; more than just a Federal power system. 
It is an international symbol to people of free nations all over the globe—a 
symbol of democratic methods and democratic ingenuity and enterprise applied 
to one of mankind’s most challenging problems: how to develop natural resources 
for the benefit of the most people. TVA carries a vital international message— 
a message that people from all over the world can see and study and carry home 
to their own lands. 

John Gunther summed it up when he wrote: “Quite possibly the TVA idea is 
the greatest single American invention of this century, the biggest contribu- 
tion the United States has yet made to society in the modern world.” 

Just as TVA is an international symbol, it is also an asset to our entire 
Nation. To think of it only in terms of one region is to infer that the parts of 
this Nation are not interrelated and interdependent. 

We stress TVA’s national and international importance to emphasize the need 
for a man of national stature to serve on the TVA Board of Directors. 

In 1933 when a House-Senate conference committee was putting the final 
touches on the TVA Act, the House conferees had this to say: ‘We are fully per- 
suaded that the full success of the Tennessee Valley development project will 
depend more upon the ability, vision, and executive ability of the members of the 
Board than upon legislative provisions.” [Italic supplied. ] 

Today this is the essence of the challenge involved in selecting a new Direc- 
tor for TVA. This is no ordinary agency; it demands a high type man as its 
new Director—a man of ability, vision, executive ability, and one who is dedi- 
cated to the purposes and goals of TVA. We believe this should be a nonpolitical 
appointment, just as TVA’s own personnel policy is nonpolitical. 

Mr. President, we know that with your influence and prestige you can demand 
and get the services of America’s leading citizens. You can get a man who is 
above partisan politics, who is as dedicated to the public service as TVA’s 
own staff, who believes firmly in the purposes and goals of TVA, and who will 
command the respect and admiration that should go with service in an agency 
of TVA’s national and international significance. You can persuade » man to 
serve in this position who is of such stature that the region, the Nation, 


and 
the world will hail his appointment as a statesmanlike move. 
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We feel deeply that this one appointment will indicate to people all over the 
world your belief that TVA is, indeed, a national asset and an international 
symbol. 

We ask, sincerely and prayerfully, that you use your tremendous prestige to 
select an American worthy of the great record TVA has made in the past, and 
worthy of the challenge TVA and all resource development projects face in the 
years ahead. 

Yours respectfully, 
E. H. Wrieut, President. 
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THURSDAY, JUNE 6, 1957 


UNITED STATES SENATE, 
\ ryvTrnw T J 
COMMITTEE ON PUBLIC WorRKS, 
SUBCOMMITTEE ON FLOOp CONTROL—RIVERS AND HARBORs, 


Washington, D. 0. 


The subcommittee met, at 10:23 a. m., in room 412, Senate Office 
Building, Hon. Robert S. Kerr presiding. 
Present: Senators Kerr (chairman of the subcommittee), Gore, 


Scott, Carroll, Kuchel, Cotton, Hruska, and Revercomb. 

ae present : Senators Hill, Kef: \uver ,» Martin of Pennsylvania, 
and Cooper. 

Senator Kerr. We have before us today S. 1855, S. 1869, S. 1986, 
and S. 2145, bills to amend the Tennessee Valley Authority Act of 
1933, as amended, and for other purposes. The latter two bills have 
been introduced since our last hearing. 

(S. 1986 and S. 2145 and reports are as follows :) 


[S. 1986, 85th Cong., Ist sess.] 


A BILL To amend the Tennessee Valley Authority Act of 1933, as amended, and for other 
purposes 

Be it enacted by the Senate and House of Representatives of the United States 
oj America in Congress assembled, That the last paragraph under the subtitle 
“Independent Agencies and Corporations” in title Il of the Government Cor- 
perations Appropriation Act, 1948 (16 U. S. C. 881h-2) is hereby amended to 
read as follows: 

“Notwithstanding section 26 of the Tennessee Valley Authority Act of 1933, 
as amended (16 U. S. C. 83ly), none of the power revenues of the Tennessee 
Valley Authority shall be used for the construction or acquisition of any power 
producing units, installations, facilities, or projects (except for replacement 
purposes) except as may be approved by the Congress after consideration of 
budget programs transmitted by the President, pursuant to the Government 
Corporation Control Act, as amended: Provided, That approval by Congress 
for the expenditure of power revenues for the purposes expressed in this Act 
shall be by the inclusion of specific language in an appropriation Act, which 
language shall clearly set forth the total amount of power revenues which may 
be expended and the specific purposes for which such amount is authorized to 
Le spent: Provided further, That as used in this Act, the phrase ‘except for 
replacement purposes’, means the repair or replacement of an existent power 
producing unit, installation, or facility, not resulting in additional power pro- 
ducing units, installations, or facilities to existent plants.” 

93483—57—_—-6 77 
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[S. 2145, 85th Cong., Ist sess.] 


A BILL To amend the Tennessee Valley Authority Act of -1935 in order to authorize the 
Tennessee Valley Authority to undertake certain financing activities, to require it to 
charge just and reasonable rates, and to require certain payments to the United States, 
and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) The Tennessee Valley Authority 
(Corporation) is authorized to issue, sell and refund bonds, notes, and other 
evidences of indebtedness (hereinafter collectively referred to as “bonds”) to 
assist in financing its power program in an aggregate amount not to exceed 
$750,000,000 outstanding at any one time. The Corporation may, in performing 
functions authorized by this Act, use the proceeds of the bonds authorized by 
this section, for the construction, acquisition, enlargement, improvement, or re- 
placement of any plant or other facility used or to be used for the generation or 
transmission of electric power (including the portion of any multiple-purpose 
structure used or to be used for power generation) as may be required in con- 
nection with the lease, lease-purchase, or any contract for the power output of any 
such plant or other facility, and for other purposes incidental thereto. No such 
bonds shall be issued or sold, nor the proceeds thereof or any other funds of the 
Corporation be used except as necessary for such of the foregoing purposes as 
may be approved by the Congress in connection with its consideration of the Cor- 
poration’s budget programs transmitted by the President pursuant to the pro- 
visions of the Government Control Act as amended (31 U. 8S. C. 841-871). The 
Corporation is authorized to enter into binding covenants with the purchasers of 
said bonds—and with the trustee, if any—under any indenture, resolution, or 
other agreement entered into in connection with the issuance thereof (any such 
agreement being hereinafter referred to as a “bond contract’) with respect to the 
establishment of interest rates, reserve funds and other funds, provisions for 
insurance, application and use of power proceeds, restriction upon the subsequent 
issuance of bonds, or the execution of leases or lease-purchase agreements relating 
to power and such other matters, not inconsistent with this Act, as the Corporation 
may deem necessary or desirable to enhance the marketability of said bonds. 

(b) The Corporation shall consult with the Secretary of the Treasury with re- 
spect to the dates of issuance and maturity (including the date of any recall) 
and the terms and conditions of bonds isued under the authority of this section 
in order that the financing activities of the Corporation will not conflict with 
or hamper those of the Department of the Treasury. At least sixty days prior 
to the issuance or recall of any such bonds the Corporation shall notify the 
Secretary of the Treasury of the date of such issuance (and the maturity date 
of the bonds to be issued) or the date of such recall, and the Secretary of the 
Treasury may postpone any such date not more than ninety days. 

(c) Bonds issued by the Corporation hereunder shall not be obligations of, 
nor shall pavment of the principal thereof or interest thereon be guaranteed by, 
the United States. Interest upon or any income from any such bonds and gain 
from the sale or other disposition of such bonds shall not have any exemption, 
as such, and loss from the sale or other disposition of such bonds shall not 
have any special treatment, as such, under the Internal Revenue Code, or laws 
amendatory or supplementary thereto. Proceeds realized by the Corporation from 
issuance of such bonds and from power operations and the expenditure of such 
proceeds shall not be subject to apportionment under the provisions of Revised 
Statutes 3679, as amended (31 U. 8S. C. 665), and such proceeds and bonds shall 
not be included in computations of receipts, expenditures, surpluses, or deficits in 
the Budget prepared annually pursuant to section 201 of the Act of June 10, 
1921, as amended (31 U. 8. C. 11). 

(d) Bonds issued by the Corporation under this section shall be negotiable 
instruments unless otherwise specified therein, shall be in such forms and denom- 
inations, shall be sold at such times and in such amounts, shall mature at such 
time or times not more than fifty years from their respective dates, shall be 
sold at such prices, shall bear such rates of interest, may be redeemable before 
maturity at the option of the Corporation in such manner and at such times 
and redemption premiums, may be entitled to such relative priorities of claim 
on the Corporation’s power proceeds with respect to principal and interest pay- 
ments, and shall be subject to such other terms and conditions, as the Corpora- 
tion may determine. The Corporation may sell such bonds by negotiation or on 
the basis of competitive bids, subject to the right, if reserved, to reject all bids; 
may designate trustees, registrars, and paying agents in connection with said 
bonds and the issuance thereof; may arrange for audit of its accounts and for 
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reports concerning its financial condition and operations by commercial account- 
ing firms (which audits and reports shall be in addition to those required by sec- 
tions 105 and 106 of the Act of December 6, 1945 (59 Stat. 599; 31 U. S. C. 850- 
851), may, notwithstanding the provisions of sections 302 and 303 of the Act 
of December 6, 1945, as amended (59 Stat. 601-602, 70 Stat. 667; 31 U. 8. C. 867- 
868), or any other law, but subject to any covenants contained in any bond con- 
tract, temporarily invest the proceeds of any bonds and other funds under its 
control which derive from or pertain to its power program in any securities 
approved for investment of national bank funds and deposit said proceeds and 
other funds, subject to withdrawal by check or otherwise, in any Federal Reserve 
bank or bank having membership in the Federal Reserve System; and may per- 
form such other acts not prohibited by law as it deems necessary or desirable 
to accomplish the purposes of this section. Bonds issued by the Corporation 
bereunder shall contain a recital that they are issued pursuant to this section, 
and such recital shall be conclusive evidence of the regularity of the issuance and 
sale of such bonds and of their validity. The annual report of the Board 
filed pursuant to section 9 of this Act shall contain a detailed statement of the 
operation of the provisions of this section during the year. 

(e) Bonds issued by the Corporation hereunder shall be lawful investments 
and may be accepted as security for all fiduciary, trust, and public funds, the 
investment or deposit of which shall be under the authority or control of any 
officer or agency of the United States. 

Sec. 2. All rates or charges made, demanded or received by the Corporation 
for or in connection with the production, distribution, or sale of electric energy 
and all classifications, rules, regulations, practices, and contracts of the Corpora- 
tion affecting any such rate or charge shall be just and reasonable, shall not 
be unduly or unreasonably discriminatory and shall be subject to the juris- 
diction of the Federal Power Commission. The Federal Power Commission is 
authorized and directed, upon appropriate notice to the Corporation and to all 
persons Who purchase electric energy directly from the Corporation and after 
opportunity for hearing, to make, fix, and determine all such rates, charges, 
Classifications, rules, regulations, practices, and contracts as of the beginning 
of business on or before July 1, 1959. 

Sec. 3. After the determination by the Federal Power Commission, as specified 
in section 2 hereof, it shall be unlawful for the Corporation, except as authorized 
by the Federal Power Commission, to make, demand, or receive any rate or 
charge or to apply or observe any classification, rule, regulation, practice, or con- 
tract, for or in connection with the sale of electric energy. 

Sec. 4. All action taken and proceedings had in connection with the determi- 
nation by the Federal Power Commission of any such rates, charges, 
Classifications, rules, regulations, practices, or contracts of the Corporation 
shall be taken and had as if the Corporation were a “public utility” as that 
term is defined in section 201 of the Federal Power Act (16 U. S. GC. S24). 
The provisions of sections 205 (rates and charges; schedules; suspension of 
new rates), 206 (fixing rates and charges, determination of cost of production 
or transmission) and 208 (ascertainment of cost of property of the Federal 
Power Act (16 U. S. C. 824d, 824e, and S24g) are hereby made applicable 
to the determination by the Federal Power Commission of any such rates, 
charges, Classifications, rules, regulations, practices, or contracts of the Cor- 
poration. In its investigation and ascertainment of the actual legitimate cost 
of the property of the Corporation used and useful in the production, distribution 
or sale of electric energy, the Federal Power Commission shall determine and 
include all costs incurred on behalf the Corporation by any other agency or 
department of the United States. 

Sec. 5. In determining the justness and reasonableness of any rate or charge, 
the Federal Power Commission shall take into account all costs or expenses 
properly assignable to the cost of producing, distributing, and selling electric 
energy (including costs applicable to multiple-purpose properties allocated to 
power and all costs or expenses paid or incurred by any other agency or de- 
partment of the United States in behalf of the Corporation) including (a) 
all operating, maintenance, and administrative expenses, (b) provision for 
depreciation, (c) State and local taxes as hereinafter provided for in section 
8, (d) allowance in lieu of Federal income taxes as hereinafter provided for 
in section 6, and (e) a reasonable return on the actual legitimate cost of the 
property of the Corporation, used and useful in the production, distribution, or 
sale of electric energy to provide for (i) debt service on all outstanding bonds, 
(ii) interest on the Government investment as provided for in section 6 hereof, 
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and (iii) a reasonable margin of retained earnings for investment in power 
system assets, retirement of outstanding bonds in advance of maturity and 
as may be otherwise required by the Corporation in connection with its power 
business, having due regard for the primary objectives of the Act. 

Sec. 6. The Corporation for each fiscal year beginning July 1, 1959, shall 
pay into the Treasury of the United States (1) amortization amounts to repay 
over a forty-year period the Government investment in the Corporation’s power 
business, (2) interest payments on such Government investment, and (3) 
amounts, as determined by the Federal Power Commission, equal to the Federal 
income taxes that are foregone by the Treasury of the United States by reason 
of the electric utility system of the Corporation not being owned and operated 
by a conventionally financed taxpaying electric utility enterprise. All such 
payments shall be made into the Treasury of the United States as miscellaneous 
receipts on or before June 30 of each fiscal year. The said Government invest- 
ment shall consist, in any fiscal year, of the average as of the beginning and 
end of such fiscal year of that part of the Corporation’s total investment 
assigned to power (including both completed plant and construction in progress ) 
which has been provided from appropriations, by transfers of property from 
other Government agencies without reimbursement by the Corporation, and 
from accumulated net income from power operations of the Corporation, less 
the total of (i) repayments of the appropriation investment made under the 
fourth and fifth paragraphs of the subtitle “Independent Agencies and Cor- 
porations” in title II of the Government Corporations Appropriation Act, 1948, 
or other applicable law, and (ii) the repayments of amortization amounts made 
under the provisions of subsection (1) of this section. The rate of the interest 
payment in each fiscal year under subsection (2) of this section shall be the 
computed average interest rate of the outstanding publicly held bonds of the 
Corporation; payments due under such subsection may be deferred for not 
more than 2 years when, in the judgment of the Corporation, such payments 
cannot feasily be made because of inadequacy of funds occasioned by drought, 
poor business conditions, emergency replacements, or other factors beyond the 
control of the Corporation. 

Sec. 7. Notwithstanding section 26 of the Tennessee Valley Authority Act, as 
amended, none of the power revenues of the Corporation shall be used for the 
eenstruction of any power-producing units, installations, or projects (except 
for replacement purposes) except as may be made available by the Congress 
after consideration of budget programs transmitted by the President, pursuant 
to the Government Corporation Control Act, as amended. 

Sec. 8. The properties of the Corporation used and useful in the production, 
distribution, and sale of electric energy and all securities issued in connection 
therewith shall be subject to taxation by the States in which the Corporation 
operates and by their political subdivisions in the same manner as for any 
other citizen but, in no event, may any discriminatory tax be levied against 
the Corporation, its properties or securities. 

Sec. 9. The Corporation shall make, keep, and preserve for such periods such 
accounts, records of cost-accounting procedures, correspondence, memorandums, 
papers, books, and other records as the Federal Power Commission may by 
rules and regulations prescribe as necessary or appropriate for purposes of the 
administration of this Act, including accounts, records, and memorandunns relat- 
ing to the depreciation of property, the generation, transmission, distribution, 
delivery, or sale of electric energy, the furnishing of services or facilities in 
connection therewith, and receipts and expenditures with respect to any of the 
fvregoing. In prescribing such rules and regulations, the Federal Power Com- 
mission shall, insofar as practicable, establish requirements which are the same 
as apply to a “public utility” as that term is defined in section 201 of the Federal 
Power Act (16 U. S. C. 824). 

Sec. 10. That paragraph (1) of section 5 of the Tennessee Valley Authority 
Act (16 U. S. C. 831d (1)) is amended by adding at the end thereof: “Provided, 
however, That as of the beginning of business on the first day of the calendar 
month in which this Act shall become effective, the Corporation shall not (ex- 
cept as may subsequently be specifically authorized by law after the Corporation 
has submitted to the Congress and the Bureau of the Budget a request for such 
authorization), make any sales of electric energy except (a) sales to customers 
purchasing such energy for use for distribution only within the service area 
of the Corporation, by which is meant the area regularly served during the 
month of February 1957 with electric power generated by the Corporation, 
and (b) sales to, or exchanges of electric energy with, any electric utility 
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system having generating capacity sufficient to supply substantially all of its 
own power requirements and distributing electric energy in areas adjacent to 
such service areas of the Corporation, but such sales or exchanges shall be made 
only to the extent necessary to the economic and efficient operation of the facil- 
ities of the Corporation.” 

Sec. 11. Section 10 of the Tennessee Valley Authority Act (16 U. S. C. 831i) 
is amended by deleting therefrom that portion which reads as follows: “Pro- 
vided further, That the Board is authorized to include in any contract for the 
sale of power such terms and conditions, including resale rate schedules, and to 
provide for such rules and regulations as in its judgment may be necessary or 
desirable for carrying out the purposes of this chapter, and in case the purchaser 
shall fail to comply with any such terms and conditions, or violate any such 
rules and regulations, said contract may provide that it shall be voidable at the 
election of the Board:’; and is further amended by adding at the end thereof 
the following: “And provided further, That all such contracts so made by the 
Board shall be subject to the jurisdiction of the Federal Power Commission to 
the same extent as if the Corporation were a ‘public utility’ as that term is 
defined in section 201 of the Federal Power Act (16 U. 8S. C. 824); that no 
preference granted pursuant to the provisions of this section 10 shall be unduly 
or unreasonably discriminatory and that, in any event, no purchaser of electric 
energy sold by the Corporation, other than States, counties, municipalities, and 
cooperative organizations of citizens or farmers, not organized for profit, but 
primarily for the purpose of supplying electricity to its own citizens or members, 
shall be preferred by the Corporation in any way, and that any contract between 
such a purchaser and the Corporation whereby such purchaser is enabled to 
acquire electricity at an annual rate per kilowatt-hour lower than the highest 
annual rate per kilowatt-hour charged by the Corporation to any department or 
agency of the United States under similar conditions of delivery shall be void.” 

Sec. 12. That section 29 of the Tennessee Valley Authority Act (16 U. 8S. C. 
831bb) is amended by adding at the end thereof the following: “Provided, how- 
ever, That any revision of rates, charges, classifications, or conditions of service 
ordered by the Federal Power Commission pursuant to the jurisdiction conferred 
by this Act shall not be deemed to impair the obligation of any contract for the 
sale of electric energy made by the Corporation, since all such contracts are 
made subject to the exercise of the inherent power of the Congress to cause any 
such revision to be effected.” 

Sec. 13. Paragraph seventh of section 5136 of the Revised Statutes, as amended 
(12 U. S. C. 24), is amended by inserting after “obligations of the Federal 
National Mortgage Association,” the following: “or bonds, notes, and other obli- 
gations of the Tennessee Valley Authority,”. 

Sec. 14. That sections 1, 2, 3, 4, 5, 6, 7, 8, and 9 of this Act are added to the 
Tennessee Valley Act of 1933 (16 U. S. C. 831 and the following) as sections 32, 
33, 34, 35, 36, 37, 38, 39, and 40 thereof. 

Sec. 15. The last three paragraphs under the subtitle “Independent Agencies 
and Corporations” in title II of the Government Corporations Appropriation 
Act, 1948 (61 Stat. 577), are hereby repealed. 

Seo. 16. All Acts or parts of Acts in conflict with this amendatory Act are 
hereby repealed. 

EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., May 24, 1957. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate, Washington 25, D. C. 


My Dear Mr. CHAIRMAN: This will acknowledge your letter of May 6, 1957, 
inviting the Bureau of the Budget to comment on 8. 1986, a bill to amend the Ten- 
nessee Valley Authority Act of 1983, as amended, and for other purposes. 

The Bureau of the Budget believes that it is desirable that the procedure 
whereby the Tennessee Valley Authority obtains authority to utilize its power 
revenues to make additions to its power facilities should provide through the 
annual budgetary and appropriation processes for specific congressional authori- 
zation of proposed uses of power revenues. S. 1986, which would remove any 
doubt with respect to the necessity to follow this procedure, has the same objec- 
tive as a related amendment to S. 1855 which the Bureau of the Budget recom- 
mended in its letter to your committee of April 29, 1957. 
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Your attention is called to one technical point in 8. 1986. As drafted, this bill 
is an amendment to title II of the Government Corporation Appropriation Act of 
1948, whereas the title of the bill refers to the Tennessee Valley Authority Act 
of 1933. 

I am authorized to advise you that enactment of legislation along the lines of 
S. 1986 would be in accord with the program of the President. 

Sincerely yours, 
Rosert E. MERRIAM, 
Assistant Director. 





TENNESSEE VALLEY AUTHORITY, 
Knozrville, Tenn., May 31, 1957. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR CHAVEZ: This is in response to your letter of May 6 requesting 
the views of the Tennessee Valley Authority with respect to S. 1986, a bill to 
amend the Tennessee Valley Authority Act of 1933, as amended, and for other 
purposes. 

In the opinion of the Board, S. 1986 represents legislation so closely related 
to that which is now being considered in connection with proposals for self- 
financing of the Tennessee Valley Authority’s power program that it should be 
considered in connection with that legislation and subsidiary thereto. 

This report has been submitted to the Bureau of the Budget which has 
advised that it has no objection to its submission to the Senate Committee on 
Public Works. 

Sincerely yours, 
HersBert D. Vocer, Chairman of the Board. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
May 27, 1957. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate. 

DEAR Mr. CHAIRMAN: Reference is made to your letter of May 6, 1957, request- 
ing our comments on the bill S. 1986. 

While the stated purpose of 8. 1986 is to amend the Tennessee Valley Authority 
Act of 1933, as amended, and for other purposes, the bill actually would amend 
only the last paragraph of title II of the Government Corporations Appropriation 
Act, 1948 (61 Stat. 574,577). That paragraph presently requires approval by act 
of Congress before TVA may use its power revenues: “* * * for the construction 
of new power-producing projects (except for replacement purposes) * * *.” 

S. 1986 would require TVA to obtain specific prior approval by the Congress in 
an appropriation act for the expenditure of its power revenues: “* * * for the 
construction or acquisition of any power-producing units, installations, facilities, 
or projects (except for replacement purposes) * * *.” 

Basically, the purpose of the new language is to require specific prior congres- 
sional approval for the use of power revenues to construct or acquire additional 
power-producing units at existing plants as well as for the construction of new 
power-producing projects. 

We believe that Congress should have effective control over TVA’s capital ex- 
penditures of this character, and have so recommended in our recent TVA audit 
reports to the Congress. We are, therefore, in favor of the purpose of S. 1986. 

However, we recommend that your committee take the opportunity afforded 
during its consideration of 8S. 1986, or other TVA bills, to repeal the 3 paragraphs 
of title II of the Government Corporations Appropriation Act, 1948, pertaining 
to the Tennessee Valley Authority (61 Stat. 576, 577), and incorporate the sub- 
stance thereof in the basic TVA Act. This could be accomplished by making these 
3 paragraphs sections 27, 28, and 29 (the last as changed to reflect the purpose 
of 8. 1986) of the basic act, and renumbering the present sections 27, 28, 29, 30, 
and 31 thereof. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 
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COMPTROLIER GENERAL OF THE UNITED STATEs, 
Washington 25, D. C., June 17, 1957. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate. 

Dear Mr. CHAIRMAN: Reference is made to your letter of May 24, 1957, re- 
questing our comments on the bill 8. 2145. 

One of the main purposes of 8. 2145, as of S. 1855 and S. 1869 now before your 
committee, is to provide a method for the financing of future additions to the 
power-producing facilities of the Tennessee Valley Authority by the sale of 
revenue bonds to the public. As we have sts ated to your committee in comments 
o previous TVA self-financing bills (B-1235382, April 26, 1957, on S. 1855 and 

1869 ; B-123532, July 26, 1955, on S. 2373 ; B-123532, June 20, 1956, on ‘8S. 3964), 
we believe that the financing of governmental activities of this character should 
be by appropriations made by the Congress. Despite the fact that S. 2145 pro- 
vides the bonds to be issued shall not be obligations of or guaranteed by the 
United States, we believe the investing public would regard them otherwise. As 
a practical matter they would be moral and equitable obligations of the United 
States because of their issuance by a wholly owned Government corporation. 
§. 2145 would permit public trust funds to be invested in the bonds. In our 
opinion, the exclusion of such TVA borrowings from the public debt would 
obscure the true financial facts of the Government’s debt position. 

We are concerned also with the proposed exemption of TVA from certain 
provisions of the Government Corporation Control Act, particularly the provisions 
of section 303 (a) thereof which require the Secretary of the Treasury to 
approve the form, denomination, maturity, interest rate, terms and conditions, 
manner of issuance, and price of all obligations issued by Government corpora- 
tions. Borrowings from the public by TVA with the limited coordination with 
the Secretary of the Treasury proposed by S. 2145 might seriously affect the 
overall Federal fiscal and debt management responsibilities of the Treasury 
Department. 

Section 1 (a) of S. 2145 would authorize the TVA to make binding covenants 
with bond purchasers concerning various matters, including the application 
and use of power proceeds, which might give bondholders a degree of control over 
the power operations of TVA inconsistent with its status as a wholly owned Fed- 
eral agency. Also, the vesting of such broad authority in TVA seems inconsistent 
with the authority to be granted the Federal Power Commission under section 2 
of the bill to determine TVA rates, classifications, regulations, practices, and 
contracts. 

The placing of TVA under the jurisdiction of the Federal Power ee 
effective by July 1, 1959, as proposed by section 2 of the bill, appears to be ¢ 
matter of public policy for determination by the Congress. The authority oe 
posed to be vested in the Federal Power Commission greatly exceeds that ordi- 
narily exercised by utility regulatory bodies. ‘Section 2 of the bill would require 
the FPC, on or before July 1, 1959, “* * * to make, fix, and determine all such 
[TVA] rates, charges, classifications, rules, regulations, practices, and con- 
acs «7. .~. 4” 

This language would, in effect, require the FPC to assume certain administra- 
tive functions pertaining to TVA, a responsibility beyond mere regulatory super- 
vision. If TVA is to be made subject to FPC jurisdiction, we believe it would be 
preferable to impose only those controls now exercised by FPC over other electric 
utility companies. 

Section 6 of S, 2145 would require the TVA, effective July 1, 1959, to pay into 
the Treasury, in addition to repayments with interest on the Government’s in- 
vestment, amounts equal to Federal income taxes it would pay as a private 
utility. The imposition of such a requirement on TVA is a matter of policy for 
determination by the Congress. We do recommend, however, that if this is to be 
done, the amount payable be determined by TVA rather than by the FPC. Any 
such TVA computations would, of course, be subject to audit by the General 
Accounting Office. We also suggest that the date by which such payments must 
be made, June 30 of each year (line 9, p. 9), be changed to the end of each 
calendar year. 

Section 8 of the bill would make the power-connected properties of TVA sub- 
ject to State and local taxation. Under section 13 of the present law, payments 
in lieu of taxes are made by TVA to States and counties based on gross power 
sales, exclusive of power sold to other Federal agencies. We believe that if 











84 AMENDING THE TVA ACT 


TVA is to be subjected to local taxation, some comparable exemption should be 
given because of the fact that over 50 percent of TVA power is used by the 
Federal Government. 

While we have consistently recommended in our audit reports that TVA 
be required to pay interest on Federal funds invested in its power program, we 
do not believe that such investment should be deemed to include accumulated net 
income from power operations as proposed by section 6 of the bill (lines 16 and 
17, p. 9). Such a requirement would, in effect, result in some duplication of 
interest payments by TVA. With this exception we are in general agreement with 
this purpose of the bill. 


=~ 


Section 7 of the bill would prohibit the use of TVA power revenues for the 
construction of any power-producing units, installations, or projects (except for 
replacement purposes) without authorization from the Congress. We favor 
the enactment of such a restriction and have so recommended in our 1955 and 
1956 audit reports. It should be noted, however, that while section 7 of the 
bill permits the use of power revenues for replacement purposes, section 1 (a) 
prohibits the use of bond proceeds “or any other funds of the Corporation,” 
even for replacement purposes, without congressional approval. The apparent 
conflict could be eliminated by deleting the words quoted above from line 11, 
page 2, of the bill. 

Section 10 of the bill proposes to limit TVA’s service area to its present resale 
customers, except for exchange agreements with adjoining utility companies. 
We believe a further exception should be made to permit TVA to provide power as 
may be needed for future demands of Federal agencies. 

For the reasons stated above, we do not recommend favorable consideration of 
S. 2145 in its present form. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 

Senator Kerr. Mr. William Peterson ? 

Senator Kucuen. I would like to introduce Mr. Peterson, Mr. 
Chairman. He isa friend of mine. 

Senator Kerr. I see Senator Kefauver here. Do you have a state- 
ment to make, Senator ? 

Senator Keravuver. No, Senator. I am just here as a spectator. 

S J I 

Senator Kerr. We are honored to have you here with us. 

Senator Kuchel ? 

Senator Kucue.. Mr. Chairman and members of the committee, I 
doubt very much if there is a more able and conscientious public serv- 
ant in the State of California than the gentleman who will be the first 
witness here this morning. 

Mr. William Peterson is president of the American Public Power 
Association. Fora great span of years he has been connected with the 
city of Los Angeles, : department of water and power. Presently he 
is general manager and chief engineer of that department. In pre- 
senting him to the committee I do so with the hope that the wisdom 
and experience which guides him in making the statement that he does 
to the committee here tod: ay may be given, as I know it will be given, 
the earnest consideration of the members of this committee in arr iving 
at their decision with respect to the various bills that have been intro- 
duced on the subject, financing the Tennessee Valley Authority. 

I am very happy to introduce my fellow Californian, Mr. Peterson, 
to the members of this committee. 

Senator Kerr. Come around, Mr. Peterson. What has been said 
both helps you and puts a burden upon you. You couldn’t be pre- 
sented to this committee by one we cherish more dearly or regard more 
highly. But living up to his expectations may be beyond your capac- 
ity. Wewant you ‘to feel perfectly at ease in that regard and be aware 
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of the fact that we will understand any percentage to which you fail 
to measure up to all that he said. Sit right down. 


STATEMENT OF WILLIAM S. PETERSON, PRESIDENT, AMERICAN 
PUBLIC POWER ASSOCIATION; GENERAL MANAGER AND CHIEF 
ENGINEER, DEPARTMENT OF WATER AND POWER, CITY OF LOS 
ANGELES 


Mr. Pererson. Mr. Chairman and Senator Kuchel, I want to thank 
you for your very splendid introduction. I will try not to fall too 
short percentagewise. 

Members of the committee, my name is William S. Peterson. I am 
general manager and chief engineer of the department of water and 
power of the city of Los Angeles. I am appearing here today, how- 
ever, in my capacity as president of the American Public Power Asso- 
ciation, which is a national trade organization representing more than 
800 local publicly owned electric utilities in 40 States, Puerto Rico, 
and Alaska. 

Throughout my working life I have been associated with the elec- 
tric power business and have been employed by the Los Angeles de- 
partment of water and power for approximately 3414 years. I have 
occupied the position of general manager since October 1955. Lama 
registered electrical and mechanical engineer in the State of Cali- 
fornia. 

The American Public Power Association, which I represent here 
today, has a direct and lively interest in the finane ing plans for the 
Tennessee Valley Authority as proposed in the two bills before your 
committee, S. 1869 and S. 1855. 

Our association membership does not include nor do we represent 
any Federal power system such as. TVA. However, a large number 
of the municipal electric utilities which comprise our membership do 
purchase power at wholesale from TVA and other Federal agencies. 
The wholesale purchases from the TVA by members of our associa- 
tion represented more than 81 percent of the TVA’s total sales to 
municipalities during the fiscal year 1956. This amounted to a pur- 
chase of more than 10 billion kilowatt-hours of electric energy, for 
which they paid more than $40 million. Our interest in the TVA 
area is further enhanced by the fact that the American Public Power 
Association has a contract under which it provides certain services to 
an affiliated organization, the Tennessee Valley Public Power Asso- 
ciation, which has still wider representation in the Tennessee Valley 
service area than does our own membership. 

I believe that my appearance here today before your committee is 
the result of an appearance which I made before the Tennessee Val- 
ley Public Power Association on April 11, 1957, at Chattanooga, 
Tenn., where I spoke on the subject of obligations of TVA to its 
service area. In choosing that title it was my hope to indicate not 
only that TVA has met in a glorious way its obligations to the area 
but that under the TVA Act, and under normal morality, there are 
those in public life who should accept their responsibility to aid TVA 
in continuing to fulfill its obligations of service. 

In undertaking to speak with respect to the obligations of TVA 
it is obvious that I would have sought to determine the nature of 
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these obligations as given in the Tennessee Valley Authority Act 
With this in mind I rather thoroughly reviewed the act. 


PRESENT TVA ACT 


With your permission I would like to take a few moments to indi- 
cate to you certain impressions of fundamental importance to our 
considerations here, which I received in reviewing the TVA Act as 
amended. I read with interest the opening section of the act, which 
presumes to state the purposes of TVA. As I read a quotation from 
this section you will observe that it does not, except by inference, 
cover the full purposes as developed in later sections of the TVA Act. 
This section stated that— 


for the purpose of maintaining and operating the property now owned by the 
United States in the vicinity of Muscle Shoals, Ala., in the interest of the na- 
tional defense and for agricultural and industrial developments, and to improve 
navigation in the Tennessee River and Mississippi River Basins, there is hereby 
created a body corporate by the name of the Tennessee Valley Authority. 

The broader powers of the TVA are indicated in other sections, 
such as 4 (j), as amended in 1935, wherein it stated that TVA— 
shall have power to acquire or construct powerhouses, power structures, trans- 
mission lines, navigation projects, and incidental works in the Tennessee River 
and its tributaries. 

This section, of course, relates largely to development of hydro- 
electric power. As I continued to read the act and came to section 
9 (a), I found the following: 
and the Board is further authorized, whenever an opportunity is afforded, to 
provide and operate facilities for the generation of electric energy in order to 
avoid the waste of waterpower, to transmit and market such power as in this 
act provided, and thereby, so far as may be practical, to assist in liquidating 
the cost of aid in the maintenance of the projects of the Authority. 

In this section you can find in the act the opportunity to build 
steampower for the purposes of integrating it with or firming up the 
hydroelectric supply through the use of steam-electric generation, 
and thereby affording a better market for the hydroelectric energy. 

The right to build steam plants, however, did not rest entirely on 
the foregoing section. I find that the original portion of the act, 1 
section 14—dealing with the allocation of the costs to the various 
functions served through TV A—provided that 
in like manner the cost and book values of any dam, steam plant, or other 


Similar improvements hereafter constructed and turned over to said Board for 
the purpose of control and management shall be ascertained and allocated. 


As I reviewed these points in the TVA Act, I could understand 
why the legality and constitutionality of TV A’s steam plants, author- 
ized in the original TVA Act, were sustained during the fiseal year 
1954 by the United States District Court for the Middle District of 
Tennessee. 

Finally, in my reading of the act, I came to sections 22 and 28, 
where the President became designated as one authorized to make 
studies and recommendations for fostering the development of the 
area and to recommend appropriate legislation. It is my under- 
standing that by Executive order of June 8, 1933, the President dele- 
gated this responsibility to the Board of Directors of TVA. TI be- 
lieve it worthwhile, in order to emphasize this obligation of the Pres- 
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ident and the Board in acting for him, and also the obligation of 
Congress which would grow out of their recommendations, and in 
order to summarize the obligations of TVA, to quote the entire sec- 
tion 23. This section reads: 

The President shall, from time to time, as the work provided for in the pre- 
ceding section progresses, recommend to Congress such legislation as he deems 
proper to carry out the general purposes stated in said section, and for the 
special purpose of bringing about in said Tennessee drainage basin and adjoin- 
ing territory in conformity with said general purposes (1) the maximum 
amount of flood control; (2) the maximum development of said Tennessee 
River for navigation purposes; (3) the maximum generation of electric power 
consistent with flood control and navigation; (4) the proper use of marginal 
lands; (5) the proper method of reforestation of all lands in said drainage 
basin suitable for reforestation; and (6) the economic and social well-being of 
the people living in said river basin. 

Excepting for section 27 authorizing appropriations and section 15 
providing for financing by bonds, to a very limited extent in amount 
and purpose, there are no sections under which the financing of this 
corporation is set forth excepting as contained or implied in the above 
section 23, where the President shall recommend such legislation as 
he deems proper to carry out the general purposes, which would in- 
clude the detailed appropriations for construction and operation. 

The six purposes enumerated in the above-mentioned section 23 be- 
come somewhat expanded as we find other sections of the statute de- 
scribing work to be done as a result of the operation of the fertilizer 
plants, with other possible or necessary use in time of war for the pro- 
duction of materials used with explosives. Under the obligations 
growing out of this fertilizer plant operation, we find that the TVA 
must establish, maintain, and operate laboratories and experimental 
plants to furnish products for either military purposes or fertilizer 
products for agricultural purposes, It has an obligation to cooperate 
with national, State, district, or county experimental stations or dem- 
onstration farms, or with farmers or associations of farmers, to in- 

vestigate the use of new forms of fertilizers, or it may contract with 
commercial producers in the production of such fertilizers as may be 
needed in the Government’s program or for the economic advantage of 
the community. 

Thus we find TVA has been given many of the responsibilities that 
are found in various executive “departments of our Federal Govern- 
ment. Its fundamental job was the development of the resources in 
the area. This job involved considerable cooperation with all Federal 
agencies that might be involved in programs such as have been men- 
tioned, and with the various State, county, and other types of associa- 
tions in order to help develop the resources to the advantage of the 
area. Much of the work involved an education of the people of the 
area in order that they might make the best use of the resources of 
their community and avoid some of the destructive forces that had been 
underway for many years in this area. In this work it has supple- 
mented the activities of other Federal, State, and local agencies, which 
continue to exercise all of their traditional responsibilities. In this 
it has been able to assist in the integration of the work of the various 
governmental agencies. 

Although TV A has done much to improve the economy of the Ten- 
nessee Valle vy, its economic influence has spread much more widely 
than within the local limits of the Tennessee Valley. Flood control, 
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fertilizer research, national defense, and extensive large power devel- 
opments for the production of material required for defense products, 
such as the light metals, and for nuclear energy, are indications of its 
broad impact on our national life. 

My purpose in laying before you the total activities of the TVA, 
while presuming to discuss a proposed bill pertaining only to the 
power responsibilities of the TVA, is the desire to mi ake the point 
that our own United States Government, in rehabilitating and build- 
ing up the economy of the war-torn nations of the world, has found 
that one of its prime responsibilities in doing this work has been to 
build up the electric power generating resources of such na ions. Hav- 
ing done this for the rest of the world, it is not asking too much that 
appropriate legislation be enacted to enable the TVA to continue to 
build up the economy and serve the power requirements of this area, 
where it, the Government, embarked on a similar total program. 

New industries have come to the region and hundreds of thousands 
of people in the valley have found new employment, opportunities. 
Agriculture has developed, using electric power as an important part 
of carrying on its activities. Both farm and urban populations are 
using electricity in amounts possibly higher than anywhere else in the 
entire United States. 

It is axiomatic in the electric utility business that nothing short of 
war and physical impracticability should interfere with the necessary 
construction by electric utilities to carry loads as fast as they may 
develop. The TVA has demonstrated its ability to meet this ch: lenge 
even up to the present moment, although funds for starting new gen 
erating units have not been author ized by Congress since 1953. The 
clue to meeting this obligation of the Federal Government and of th 
TVA organization is to be found in the development of a practic al 
method of financing its construction of necessary electric facilities to 
serve the area for which it has become responsible. 

Reviewing the new legislation for financing of the TVA I believe 
that we should take considerable inspiration from a statement made 
by Senator Lister Hill who, at the time of the passage of the act, Was a 
Member of C ongress, and who expressed the intent in the original act 
in the following words. He said, and I believe this is important as a 
background for the total thing we are talking about today: 

We sought in the original act to give one agency responsibility for Federal 
leadership in the development of all the resources of one river valley, to locate 
its management in the region, close to the problem and out of Washington, to 
make it responsible directly to the President and to the Congress. Those were 
the new ways to approach the age-old task of trying to develop wisely and fully 
the resources of nature for the well-being of man. 

We tried, in creating a Government corporation, to free TVA, insofar as a 
public agency can be freed, from red tape, from the ailments of bureaucracy, 
We tried to couple authority with responsibility so that we could hold the 
Board accountable for results. We tried to eliminate the chance for buck 
passing, for the alibis which prevent the fixing of responsiblity and frustrate 
accomplishment in the traditional fragmentation of Federal programs. We set 
our specific goals for TVA to accomplish, but we left to management determina- 
tion of the way to do it. 


REVENUE BOND FINANCING 


Most of my discussion of the financing of TVA under the pro- 
posals now before your committee will pertain to a method which will 
permit TVA to operate its finance es in the same manner as is indicated 
in the expression of the interest in the original act. 
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If I am to be of any practical help to the deliberations of this com- 
mittee it should be in the discussion of some of the fundamental prin- 
ciples that pertain to the financing of utilities and more particularly 
to the financing of publicly owned utilities by the use of revenue bonds. 
Through a city charter amendment made in 1947, the department of 
water and power of the city of Los Angeles was empowered and re- 
quired to do its financing of electric and water facilities through the 
use of revenue bonds. It was one of the leaders in the development of 
this type of financing for municipal utilities. 

In the marketing of revenue bonds it is important to realize that the 
complete capital for the operation of an enterprise cannot generally 
be obtained through the use of revenue bonds, ‘There must be inherent 
in the financial setup some equity value, set up by the owner of the 
enterprise, which in the case of publicly owned utilities must be repre- 
sented either by original capital furnished by the political subdivision 
or governmental unit owning or operating the enterprise, or else such 
equity as may have been built up by the reinvestment of net profits or 
net income from the operation of the utility. 

This type of consideration finds its counterpart in normal privately 
owned utility financial operations. There, the equity is, of course, 
represented by the common stock subscribed by owners of the corpora- 
tion. Preferred stock, due to its fixed income, may take on some 
aspects of the bond with its fixed rate of return, but it also may carry 
other responsibilities pertaining to ownership and to a limited degree 
may have some aspects of equity capital. It is difficult to draw a sharp 
line in this regard. In any event, an examination of successful enter- 
prises in the privately owned utility field will indicate that bond financ- 
ing will cover from possibly 40 up to something over 60 percent of the 
total capital. 

In the case of the Department of Water and Power of the city of 
Los Angeles the issuance of bonds is accomplished in the following 
manner: Whenever the department proposes to exercise the power to 
borrow money or to refund indebtedness, the board adopts a resolution 
authorizing the issuance of bonds for such a purpose, which resolution 
would specify the purpose, the maximum principal amount, the maxi- 
mum term, the maximum interest cost, the maximum premium if any 
to be payable on the redemption of such bonds, whether the bonds are 
to be in negotiable form, and the limits within which restrictions may 
be imposed on the incurring of additional indebtedness payable out of 
the revenue funds from which bonds are to be payable. 

Then certified copies of the resolution are transmitted to the offices 
of the mayor and the city clerk, who forthwith presents the same 
resolution to the city council. At any time within such period as may 
have been specified in the resolution—which shall be not less than 15 
days—the mayor, by writing, or the council by a majority vote may 
disapprove such resolution. If neither the mayor nor the council 
shall so disapprove such resolution within the period indicated, the 
same shall take effect upon the expiration of such period, subject only 
to the right of referendum herein provided for. Other details are 
given under which the council might override the veto of the mayor. 

The important thing in these procedures is that unless positive 
actions to disapprove are instigated, the approval of the issuance of 


the bonds rests with the commission of the department of water and 
power. 
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Substantially the same principle may be considered to exist in the 
proposal given in S. 1869. Here the issuing authority is, of course, 
the Board of Directors of the TVA. However, in advance of bonds 
actually being issued there will have been a copy of the budget of the 
TVA submitted to the President and thereby to the Congress. Tn 
this budget will be indicated such proposals as may be in “mind for 
the issuance of revenue bonds. It would, of course, be within the 
power of the Congress of the United States to take such positive 
action as it might desire with respect to indicating its viewpoint on 
the issuance of such bonds. However, as long as “the Board of the 
TVA will be conducting the operations of its system and its financial 
operations with high regard for working within the framework of 
the TVA Act, as it has so successfully done since 1933, it would not be 
presumed that Congress would have need generally to exercise its 
authority in this connection. 

However, the imposition of any long chain of definite approval 
provisions, any one of which may stop the bond issue, such as pro- 
visions for positive approval by the Congress, the President, the 
Treasurer, Auditor, Controller, or any combination thereof, serves not 
only to delay the proceedings but gives such complications and uncer- 
tainty that the financing will frequently not be accomplished at the 
time it is desired, the optimum time of sale may be missed, the neces- 
sary negotiation to arrive at suitable bond covenants may be impos- 
sible to ‘accomplish, and all of the advantages that should come from 
direct operation for financing by bonds w ill be no more effective than 
the present system of appropriations by Congress, and may even be less 
effective. 

It is not practicable that groups who have a multitude of other 
interests be saddled with the responsibility of working out and approv- 
ing the details of financing of matters of this kind. In Los Angeles, 
for example, we found it highly impractical to try to operate a system 
when bonds for money for construction of the system had to be pro- 
vided through bonds voted upon by the people. Although the people 
have an interest in the successful conduct of the utility business of their 
municipality, nevertheless they have their own personal interests that 
involve other problems than that of just providing for electric service, 
and they are not always in a position to study and fully understand 
the complicated and often technical problems involved in the necessity 
to expand electric system facilities and vote bonds for such purposes. 

The same situation would seem to apply even to our Congress, where 
the members are loaded down with a wealth of responsibilities i ina 
great variety of subjects and projects, and many of them are not in a 
position to be close enough to a full understanding of the responsibili- 
ties, and have time to make proper analysis, and formulate judgments 
that. pertain to the operation of an extensive power system like that 
operated by the TVA. 

The protection given through Congress having the right to act on 
its own volition is adequate to protect the TVA and the Government 
in case of gross negligence or malfeasance in office or failure to act 
within the framework of the TVA Act. 

The Department of Water and Power of the City of Los Angeles 
is a purchaser of power from the Hoover Dam or Boulder Canyon 
project. The cost of this electric energy is set so as to recover to the 
Federal Government all costs of operation and maintenance, the costs 
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of major replacements, and interest on the investment at 3 percent, 
plus the cost of certain development funds, and payments to the States 
of Arizona and Nevada in lieu of taxes. 

Our organization, including myself, agrees thoroughly with the 
idea that returns should be paid on such Government investments. 
In both bills that are before you for consideration this requirement is 
included. In our case in Los Angeles the return was a fixed quantity. 
In the proposals before you, in an effort to be more realistic for the 
indefinite future, this return rate is to be equal to the computed average 
interest rate payable by the Treasury upon its total marketable public 
obligations as of the beginning of the fiscal year applied to such appro- 
priation investment. This applies to both bills. This should remove 
one of the points which has been a source of criticism by many persons 
in our Nation. 

The department of water and power has found that the revenue 
bond provisions amended into the city charter in 1947 have provided 
means whereby the financing of the necessary extensions of the system 
are conveniently and promptly made. Provisions are written into the 
charter which limit the amount of bonds that may be issued through 
a limitation that relates the amount of bonds to the equity in the 
system represented by the accumulated net surplus that has been in- 
vested in the sy stem. If it were not for such legal limitations on 
the bonding capacity it would undoubtedly be the case that limitations 
would be found in the practical financing of projects through refusal 
of syndicates to bid on the bonds, or else make bids at much higher 
interest rates because of added financial risk. 

It is obvious that at the present rates of growth and with the 
enormous size of the T'V A system it is not a fe: asible solution to antici- 
vate that all of its financial requirements for extension of the system 
* derived from its own revenues, which cannot possibly, under any 
fair rate pattern, be adequate for extensions at the rate of 38 percent 
growth per year as has occurred recently; nor can it be anticipated 
that Congress will be at all times be closely enough in accord or well 
enough informed on the problems of growth to give quick and satis- 
factory authorization for the necessary funds. I am fully convinced 
that some form of revenue-bond authorization, with reasonable con- 
trols that can keep such issues closely related to the burden to be 

‘arried, can be developed and should be used. 

Through the creation of the TVA system and through its remarkable 
growth to the advantage of the area and to the U nited States as a 
whole, the Executive Office of the Federal Government and the Con- 
gress share with the Board of Directors of the TVA similar responsi- 
bilities and obligations to continue to serve the region in a manner 
that will not impair the investment which private individuals and 
companies have made in the area, nor impair the investment and 
contractual rights that municipalities and cooperatives and industrial 
consumers may expect to continue to receive from TVA. It is clear 
that if Congress cannot develop a satisfactory form of revenue-bond 
financing for the TVA promptly, then neither can it dodge the respon- 
sibility of providing adequate funds by appropriation ‘for the con- 
tinued development of the TVA system to meet the normal growth 
of both Federal and non-Federal customers. 

I think past events have made it equally clear that when a Govern- 
ment-owned power system is serving an area, the Government should 











92 AMENDING THE TVA ACT 


patronize that system for its own power requirements, with consequent 
savings beyond those costs which would result from dev elopments 
made with private capital to serve such loads. 

In the case of the Department of Water and Power of the City of 
Los Angeles, such equity capital came from general bond issues by 
the city of Los Angeles. As time has gone on this ¢ omponent of equity 
capital has gradually been retired through the fact that such bonds 
had serial maturity, and the equity capit: al has appeared on the books 
as the accumulated net income from the operations of the utility. 

It is essential to preserve a conservative ratio between the bonds 
issued and this equity capital. In the Los Angeles city charter this 
equity value must not be less than 80 percent of the value of the revenue 
bonds issued; or, expressed in the reverse way, the bonds may not 
exceed the equity capital by more than 25 percent, that is, the ratio 
is 1:25. 

I think the point might well be made at this time that, whether or 
not there is set a legal relationship between equity capital and bonds, 
the fact is that the actual ratio which results from the operations of 
the enterprise will be gaged by the investors who are purchasing the 
revenue bonds. The higher the ratio of bonds to equity, the higher is 
apt to be the interest rate charged, because of the added risk. 

In the extreme cases where very high ratios would prevail, it might 
well be the case that no syndicate would be found willing to bid on 
such a bond issue. In the case of TVA, it is equally important to 
preserve an appropriate amount of equity capital. ‘This capital may 
be found in the present capital that has been provided by appropria- 
tion and not yet returned to the Government, and also in the amount 
of system facilities built directly out of the revenues received from 
the sale of power. 

As time goes on, and as provided in bill, S. 1869, the TVA Board 
would have under its control the rate at which the ‘apital from appro- 
priations is retired, or have the power to set rates so that a suitable 
amount of money is available for building facilities and adding to the 
equity capital provided by revenues. However, S. 1855 is undesirable 
in this regard as it would reduce the equity to $750 million in the face 
of a growing need for bond money. 

Bondholders are of course interested in the preservation of the 
stability of the utility and in the preservation of its form of manage- 
ment for the long periods of time involved in the ultimate maturity 
of the bonds. In the sale of bonds the boards or managements in control 
of the utilities will of necessity have to incorporate into the bonds 
many covenants that represent agreements between the boards and 
the bondholders. 

Among the most important of these is some sort of a covenant under 
which rates are established such as to enable the bond service payments 
to be made together with other normal obligations for operation and 
maintenance. In the case of the department of water and power 
this clause is as follows: 

The Board shall fix rates, subject to the approval of the Council, for service 
from the municipal works to which that revenue fund pertains, and collect 
charges sufficient to pay, as the same shall become due, the principal and interest 
on all such bonds so outstanding payable out of that revenue fund, including 
premiums, if any, due upon the redemption thereof, in addition to paying as 
the same shall become due, the necessary expenses of operating and maintaining 
such works, and all other obligations and indebtedness payable out of that reve- 
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nue fund, and during such period the council shall, by ordinance, which shall not 
be subject to referendum, approve rates so fixed by said board for such service 
sufficient for the purposes aforesaid : 

Provision for this type of guaranty are in both bills under your 
consideration—that is, S. 1855 and S. 1869. 

The next important principle involved in revenue bond financing 
is that it is the usual thing to separate the revenue bonds of the pro- 
prietary facility from the general obligation bonds, paid by taxes, 
pertaining to the normal functions of government. On this matter, 
the charter provisions under which the city of Los Angeles acts are 
as follows (sec. 229, subsec. 1) : 

From and after taking effect of this section 229, no general obligation bonds 


of the city, as hereinafter defined, payable from city taxes, nor any ‘bonds of the 
department other than bonds authorized by the terms of this section 229, shall 


be issued or sold for the purposes of the waterworks or electric works of the 
city under the control of the department of water and power. 

Bonds issued by the department under the provisions of this section 229 shall 
not constitute or evidence indebtedness of the city, but shall constitute and evi- 
dence only indebtedness of the department, payable in the manner provided in 
this section 229, and not otherwise. 

A subsequent paragraph in subsection 2 then states: 

The department of water and power shall have the power to borrow money 
from time to time for the purpose of acquiring, constructing, reconstructing, re- 
placing, extending, or improving works for supplying the city or its inhabitants 
with water and electric energy, and to issue and to sell bonds, as hereinafter 
defined, to evidence the indebtedness created by such borrowing. 

This system of total independence of bond issues for the depart- 
ment and for the general city government has been in successful op- 
eration for a period of approximately 10 years. I note that the same 
type of provision is made in subsection B of both proposed bills before 
you now for consideration. I am sure that the total separation of 
these two forms of financing will not give any difficulty to the under: 
standing of the Government budget or provide + any confusion with 
respect to the liability of each separate entity, 

In order to have total freedom of action, so that appropriate conve- 
nants may be made and full responsibility for the proper handling of 
the money received from the bond issues, and the proper. construe- 
tion of the utility system and its operation may be assured, it is essen- 
tial that the control be centralized and unified by those directly re- 
sponsible for and close to the work and operations being done. 


COMPARISON OF PROPOSALS 


It appears that there are approximately 25 differences between the 
2 bills, S. 1855 and S. 1869. 

Senator Gore. Are you referring to the Kerr bill and the Cooper 
bill ? 

Mr. Perrrson. Yes. 

Senator Kerr. I might say, in that regard, that since the witness 
prepared his statement, and recently, S. 1 986, introduced by Senator 
Cotton for himself and Mr. Martin, Mr. Bridges, Mr. Bush, and 
Mr. Butler, has also been referred to our committee and will be before 
us as we discuss this. 

In addition, we have S. 2145, introduced by Senator Martin alone. 
Our hearings really will include witnesses on any or all of these bills. 

93483—587——_7 
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Mr. Pererson. I am sorry that the bills that you mentioned, beyond 
these two, had not come to my attention until I arrived here this 
morning. 

Senator Martin. Mr. Chairman? 

Senator Kerr. Senator Martin. 

Senator Martrn. What would you say to giving the witness the 
privilege of reading these last two bills, since he hasn’t had the op- 
portunity, and extending his comments to our committee ? 

Senator Kerr. I think that would be helpful if the witness would 


care to do that. 

Mr. Pererson. Could that be done at a later time? 

Senator Kerr. Yes. 

Senator Marrrn. You could write us a letter of your comments. 

Senator Kerr. My judgment is that his discussion and his state- 
ment of attitude with reference to the various elements of the two bills 
he has outlined, and also his general views will enable him to either 
quickly do that after he reads 2145 and 1986, or enlighten us in our 
search for his viewpoint on the bill. 

Mr. Pererson. I will be very happy to review those bills and re- 
port with a letter. 

(The information requested is as follows :) 

DEPARTMENT OF WATER AND POWER, 
THe City or Los ANGELES, 
Los Angeles, June 17, 1957. 
Hon. Ropert 8S. Kerr, 
Chairman, Flood Control, Rivers and Harbors Subcommittee, 
Public Works Committee, United States Senate, 
Washington, D. C. 

Dear SENATOR KERR: On the occasion of my recent appearance before your 
committee to testify in connection with Senate bills 1855 and 1869 I discovered 
after my arrival in Washington that two other bills on the same subject were 
pending, namely, S. 1986 by Senator Cotton and 8S. 2145 by Senator Martin of 
Pennsylvania. Senator Martin kindly invited me to make comment by letter on 
both of these bills. 

The provisions of S. 1986 serve to prohibit the use of power revenues of the 
Tennessee Valley Authority for construction or acquisition of facilities except 
as may be approved by the Congress. My comments on this matter are covered 
in my statement beginning at the bottom line of page 24 where, in connection 
with your bill S. 1869, I stated: “In S. 1869, however, it is indicated that the 
rates for power shall be sufficient to provide for certain payments and such addi- 
tional margin as the Board may consider desirable for investment in power 
system assets, retirement of outstanding bonds in advance of maturity, reduc- 
tion of appropriation investment, and other purposes connected with the Cor- 
poration’s power business.’ This latter provision enables the TVA to make 
appropriate adjustments and have selection in setting the amount of equity 
capital which will be outstanding. It will further relieve the TVA in the im- 
mediate years ahead of the heavy obligation to continue the payments on the 
40-year basis until the remaining capital is $750 million. The choice of the 
amount of equity capital desirable rests with the particular financial conditions 
that pertain to the actual sale of bonds on an optimum low-interest rate. It is 
desirable that the Board remain in full control of this situation so that it ean 
make adjustments which will enable it to preserve a favorable financial rating.” 

In commenting upon S. 2145 I shall follow an outline briefly stating the main 
provisions of the proposed bill, which outline was handed to me by Senator 
Martin. Section 1 (a) would authorize the TVA to sell $750 million in bonds 
with the restriction that the bond proceeds be used as directed by Congress. 
Such a procedure would not be a permanent system of financing and would not 
facilitate the carrying on of the construction program of the TVA as required to 
meet its rapidly growing loads. In its effect it is not essentially different from 
voting of appropriations by Congress except the interest and rate provisions 
would be slightly different. 
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Section 1 (b) deals with the terms and conditions of bonds issued being sub- 
ject to review by the Treasury Department. My statement included an objection 
to the same type of provision as carried in S. 1855. 

Sections 1 (c), 1 (d), and 1 (e) are largely similar to similar sections in bill 
S. 1869 and Keguire no further comment. 

Sections 2, 3, 4, 5, 6, and 9 would bring the TVA under the jurisdiction of the 
Federal Power Commission for determination of rates and being subject to 
other of the Federal Power Commission regulations. It would appear that in 
following these provisions one governmental agency is charged with interpreting 
the TVA Act and forcing the other agency to meet that interpretation. It is my 
judgment that the TVA could interpret the act equally accurately and has the 
benefit of its past history to prove that its interpretation of the act in the past 
has been nondiscriminatory and not unfair to the customers it serves. It has 
meticulously followed the instructions of the act with respect to its relations to 
the Federal Government and Federal Treasury. The bringing in of a second 
agency would add to the general confusion; it leads to a division of authority 
and will cost the taxpayers of the United States extra money for administration. 

It will also be found that the instructions in section 4 are to the effect that 
the Federal Power Commission would determine rates, charges, etc., as if the 
Corporation were a public utility. However, in section 5 there is set forth, in 
detail, all the costs or expenses assignable to the cost of producing, distributing, 
and selling electric energy. In including a long list of items it is not clear that 
this list would be exactly in accordance with the provisions of section 4, as 
under item (e) there are subitems which do not find their counterpart in normal 
private public-utility operation. For example, debt service on all outstanding 
bonds in the case of the TVA would presumably mean the provisions for matur- 
ing the bonds as well as the provisions for interest and, in subitem iii, a reason- 
able margin of retained earnings for investment in power system assets, which 
involves the use of revenues for making investments which is done only to a 
limited extent in private power practice. The net result of these two items would 
be to develop costs and rates productive of higher requirements than presently 
in effect for private utilities. Furthermore, the provisions under which the Cor- 
poration would act under section 6 of the bill would be the equivalent of paying 
back the common-stock holders the value of their stock. Thus there are errors 
of principle in this entire setup that are unreasonable and inappropriate for the 

fair operation of a Government-owned project. 

Section 7 prohibits the use of power revenues except as approved by Con- 
gress. This is similar to the intent of S. 1986, and my discussion on that bill 
pertains to this section 7. 

Section 8 would subject the TVA to taxation on the same basis as any other 
enterprise with respect to taxation by the States and their political subdivisions, 
Although differently arrived at, it is my understanding that the formula for tax- 
ation in the original TVA bill was intended to closely duplicate the effect of the 
taxation by the States and political subdivisions and is presumably much simpler 
in its administration. 

Section 10 limits the TVA’s service area to that served as of February 1957. 
My statement covered this identical point in 8. 1855 and is applicable to this 
section and points out the undesirability of so doing. 

I thank Senator Martin and the committee for the opportunity to write these 
comments and request that they be made a part of the record of the committee 
on S. 1986 and 8, 2145. 

Yours sincerely, 
Ww. 8S. PETERSON, 
General Manager and Chief Engineer. 

Mr. Prrerson. It appears that there are approximately 25 differ- 
ences between the 2 bills S. 1855 and S. 1869. Since except where 
these differences occur the 2 bills use identical language and arrange 
the subjects generally in the same order, I shall choose to discuss the 
differences in the order in which they appear, making in some cases 
cross-references Where similar subject matter may appear in 2 places. 

In the enacting clause for 8. 1869, the last three paragraphs under 
the subtitle “Independent Agencies ‘and Corporations,” in title IL of 
the Government Appropri: tions Act, 1948, are repealed. The text 
of these three paragraphs appears on page 22 of the hearings before 
this subcommittee for the 84th Congress, 1st session, on S. 2373. 
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The first 2 of these 3 paragraphs deal with the return of an appro- 
priation investment on the 40-year basis, as is the present obligation 
of the TVA, and which operation is well known to the members of 
this committee. The changes and substitutions for this present prac- 
tice will be discussed at the proper point in the present bills. 

The last of these paragraphs states : 

None of the power revenues of the Tennessee Valley Authority shall be used 

for the construction of new power-producing projects—except for replacement 
purposes—unless and until approved by act of Congress. 
Although S. 1855 does not carry this repeal enactment it does carry, 
on page 8, subsection (g), item (e), a provision under which it is 
indicated that the corporation shall charge rates for power which will 
produce such additional margin as the Board may consider desirable 
for investment in power system assets. 

This inconsistency will presumably make proper interpretation of 
this subsection difficult. I would regard the repeal of these three 
paragraphs as provided in the Kerr bill, S. 1869, as leaving the bill 
in a cleaner and better shape to have appropriate and more flexible 
provisions for the retirement of appropriation investment and for the 
use of revenues in the construction of the system. 

At the top of page 2 of S. 1855, there is a limitation on the aggregate 
amount of bonds to be issued of $750 million. While this type of 
limitation may be appropriate for an enterprise consisting of a single 
definite facility, such as a bridge, it is totally out of keeping with 
normal revenue bond procedures for a growing industry such as a 
power system. 

It would definitely be a deterrent to the growth of the system unless 
the limit were lifted by action of Congress at the precise time a larger 
amount of revenue bond capital became necessary. It is my opinion 
that the continuing credit rating of the TVA would be much higher if 
no such limit were placed on the revenue bonding capacity. 

This limit would be reached in such a short period of years that 
the investor could well wonder what the progress of the TVA would 
be when such limit was reached. It would constitute an additional 
financial risk. This is a case where limitation does not add to the 
security because it impedes the proper development of facilities to 
meet the growth of the region which the TVA is destined and obli- 
gated to serve. ‘ 

S. 1855 carries a provision which would limit the use of the pro- 
ceeds of bonds for the construction of facilities only within the 
service area of the corporation as such area might be defined as 
existing during the month of February 1957. These provisions appear 
on page 2 of the bill. I believe it is reasonably well known by your 
committee that the boundaries of the area result from the furnishing 
of power to applicants who are within transmission distance of the 
hydroelectric projects of the TVA. 

This, of course, does not give a sharp and highly defined boundary 
to the area but it will give a boundary that would result from normal 
economy of service. A rigid boundary might well cause difficulties 
as certain communities on the boundary would experience growth in 
population and area and demand and be entitled to expansion of 
facilities to serve them. The present formula is flexible enough to 
meet normal convenience. 
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As an example of the need for some flexibility in the fringe areas 
of the power system I might cite the case in Los Angeles, where our 
service is essentially limited to the area within the city limits of 
Los Angeles. Nevertheless, in its practical application there is fringe 
service agreement between the department of water and power and 
the privately owned utility, the Southern California Edison Co., 
whereby the serving of fringe customers depends on using the ser vice 
from the utility that is closest to the point to be served in terms of 
existing facilities or where the cost to provide the required facilities 
is least. 

[ would believe that the expansion of the TVA area might well 
be judged for the future by noting the rate at which it has been ex- 
panding in recent years. I do not believe it is excessive or such as to 
cause undue alarm. 

The next difference is also found on page 2 of S. 1855 in lines 10, 
11, and 12, where it is indicated that the proceeds of the bonds may 
be used for refinancing any such plant or other facility whether 
originally financed with the proceeds of such bonds or otherwise. 
The exact need for this provision is not clear, as, in the third line of 
page 2, authority is given to refund such bonds, which in itself pro- 
vides for refinancing any plant that may have been built out of 
previous bonds. 

Other provisions of the act are for the return of appropriation in- 
vestinents which may take care of any other financing. It would not 
necessarily be the case that the precise source of money used for a 
given plant would be easily determined, as it could have been built 
out of the combination of appropriations, revenues, and/or bonds. 

The section has no great significance in the light of the ability to 
refund bonds and should be eliminated as an obstruction to clarity. 
Inasmuch as this section provides a basis to convert the whole invest- 
ment into bonded debt without preserving appropriate equities, it is 
also undesirable. 

Senator Kerr. In order that I may be definite in my understanding, 
you are st ill referring to S. 1855 ? 

Mr. Pererson. That is correct. 

The next difference pertains to S. 1869 and the reference is found 
on page 3, beginning at line 21 and continuing on to the first line of 
page 4. Here, the object is to concentrate the provisions for the 
issuance and sale of bonds and the expenditure of bond proceeds for 
facilities, to not be subject to the requirements or limitations of any 
other law, with consequent difficulties of interpreting provisions which 
may not be exac ‘tly alike. It is my judgment that the intent is really 
to eliminate the effects of the Government Corporations Control Act. 

Quotations from the Government Control Act were given on page 
30 of the hearings of this subcommittee for the 84th Congress, Ist 
session, on S. 2373. A review of these sections of the Control Act 
would indicate provisions for budgeting, reporting of financial condi- 
tion and program, and operations, together with provisions for legis- 


lation and enactment. for appropriations, and including a provision 
in section 849 that— 


this section shall not be construed as preventing Government corporations from 


carrying out and financing their activities as authorized by existing law. 


Since it is the purpose of S. 1869 to provide for revenue bond 
financing under which the appropriation method would be used only 
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at rare intervals, it would be desirable that the total law applicable 
to TVA financing would be in one act rather than to have cross- 
references to other acts which contain sections inapplicable to or possi- 
bly variant to the purpose and intent of the TVA Act. 

Continuing from the foregoing reference we find that S. 1869 
makes provision that, except with the approval of the President dur- 
ing a period of n: ational-defense emer gency, no bond proceeds, nor 
any power revenues, shall be used to initiate the construction of an 
additional power-producing project until (1) the corporation notifies 
the President and Congress of its plan to construct such additional 
project, and (2) following such notification a period of 60 days of a 
single session of Congress elapses without the enactment of legislation 
disapproving such construction. 

This vastly facilitates the issuance of securities under normal cir- 
cumstances, but yet gives the President and Congress authority to 
stop any undesired trend or project. The release of this author ity 
during defense emergencies enables faster action to be taken when 
necessary for such efforts. In general, all of you are familiar with 
the actual history during such “periods in the past when TVA has 
been called upon to develop with great rapidity its power resources 
in order to meet the demands of the war emergency. In other words, 
I am speaking in favor of those clauses in the Kerr beeen S. 1869. 

On page 4 of S. 1869, on line 24, and on page 4, lines 18 to 21, 
inclusive, of S. 1855, there are differences of reference with respect 
to the types of payments that will be received from TVA by the 
Federal Government and thereby included in the Federal Govern- 
ment’s budget. The discussion of these differences will be taken up 
later. 

The next discussion of differences will pertain to several places 
that have to do with the degree of control by the Secretary of the 
Treasury. In bill S. 1869, on page 5, lines 5 and 8, there is a provision 
under which the bonds issued by the corporation shall be sold at such 
times and in such amounts, following such consultations with the 
Secretary of the Treasury with respect thereto as the Board may 
deem feasible. The same subject in S. 1855 is covered on page 6, 
where a full subsection designated (d) is included in lines 6 to 17, 
inclusive. 

This subsection provides that the corporation shall consult with 
the Secretary of the Treasury with respect to various conditions per- 
taining to the issuance of the bonds— 
in order that the financing activities of the corporation will not conflict with 
or hamper those of the Department of the Treasury. 

It requires 60 days prior notice to the Secretary of the Treasury, 
and the Secretary of the Treasury may postpone such date not more 
than 90 days. 

The informal consultation of the Secretary of the Treasury, as 
proposed under S. 1869, will provide equal opportunity to avoid con- 
flict with or hamper the issuance of Federal Government bonds by 
the Secretary of the Treasury. With respect, however, to the matter 
of setting the terms and conditions of bonds, it would appear that the 
Board of TVA is in better position to determine the terms and con- 
ditions of bonds that are pertinent to their own system. 

Of greater importance is the possible delay of 60 plus 90, or 150 
days in the financing of construction facilities. Even in the issuance 
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of bonds in the Los Angeles Department of Water and Power, it has 
been found desirable or necessary to go into the bond market 2 or 3 
times a year. This is for the purpose of keeping such bond issuance 
within a size that is easily handled by the various syndicates which 
might bid on such bonds. A delay of 150 days in the issuance of 
bonds for TVA would build up a further backlog of bond require- 
ments and result in a larger issue than might be most advantageous. 

In addition, the delay of up to 150 days might interfere very directly 
with the appropriate scheduling of construction as required to meet 
needs for additional capacity. ‘It might also cause the TVA to miss 
the optimum time of sale of its bonds for best interest rates. It is 
my opinion that the voluntary consultation condition in bill S. 1869 
is to be preferred. 

The next difference in the two bills pertains to the matter of nego- 
tiation of the price of bonds. As given on page 5 of S. 1869, at lines 
17 and 18, the corporation may sell such bonds by negotiation or on 
the basis of ¢ ompetitive bids. In S. 1855, the Cooper bill, as indicated 
on page 5, lines 8 to 12, it is provided that the bonds may be sold on 
the basis of competitive bids except that with the approval of the 
Secretary of the Treasury the corporation may sell such bonds by 
negotiation. 

If a bond issue is of reasonable size, many syndicates may be formed 
to bid on such bonds, and competitive bidding will presumably pro- 
duce the most favorable interest rate. However, as the bond issues 
get larger, syndicates must also become larger, which results in a 
fewer number of bids on a given issue. In the extreme case an issue 
might be conceivably so large that it would not be possible to have 
even two syndicates bid on such bonds. When this condition is per- 
tinent, it becomes more desirable to negotiate rather than to try to 
get competitive bids on such a large issue. 

As an illustration, the department of water and power receives bids 
on issues generally ranging from $9 million to $40 million. It is 
unusual when more than 3 or 4 syndicates bid. Indicative of a condi- 
tion where negotiation is the practice was the recent bond issue of the 
city of Memphis issued for the purpose of building its steamplant. 
This issue was probably too large to obtain competitive bids. 

With the rate of growth being experienced by the TVA, and con- 
sequently the necessity for large amounts of new capital for new fa- 
cilities, it is apt to be the case that negotiation will be the frequently 
used method to obtain financing. With this probability, it is only an 
additional impediment to have to receive approval for such from the 
Secretary of the Treasury. 

It should be realized that the financial groups or syndicates who 
deal with revenue bonds for publicly owned utilities are not neces- 

sarily the same groups that deal in bonds of the nature issued by the 
Federal Government for its nor mal governmental purposes. The 
procedures and practices for proprietary functions as contrasted with 
governmental functions will differ considerably in detail. 

Senator Gore. The city of Memphis had a rather sad experience, 
didn’t they ? 

Mr. Perrerson. I am not totally familiar with it. The point I 
make here is that they had a very large bond issue. It was some- 
thing over a hundred million dollars. ‘And they had to go through 
negotiations. I think the only sad experience is that we are now 
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running into higher interest rates than had heretofore been the case. 
We are in a rising market as far as higher interest rates are concerned. 
Aside from that, I am not familiar with other bad experiences. 

Just yesterday our own department sold bonds. It is my under- 
sti anding that those were sold at an interest rate of 3.88. Our last sale 
of bonds was at 3.38. So there has been an increase of a half percent 
in just a matter of 3 or 4 months. 

Senator Martin. Mr. Chairman ? 

Senator Kerr. Senator Martin. 

Senator Martin. Are those tax-free bonds / 

Mr. Pererson. Our bonds are tax free. 

Senator Gore. In 6 months? 

Mr. Pererson. In less than 6 months. 

Senator Kerr. How long have you been in this present position ? 

Mr. Prrerson. As general manager since October 1955. I was 
assistant general manager previous to that. 

Senator Kerr. Your last issue was 3.88 / 

Mr. Prrerson. Just yesterday. 

Senator Kerr. What was the rate you were paying 5 years ago? 

Mr. oTERSON. a 1 the vicin Oo verce 

Mr. Pererson. It was down in the vicinity of 214 percent. 

Senator Kerr. Would you furnish the committee a tabulation of 
the interest rates that you have paid on the bonds you have issued 
since July 1955 down to this last one ? 

Mr. Pererson. Yes. <A tabulation—— 

Senator Krrr. Of the amount of the bonds and the amount of the 
interest. 

Mr. Pererson. From July 1955? 

Senator Kerr. From July 1952 to the present. 

Mr. Pererson. I will be glad to do that. 

(The information requested is as follows :) 

DEPARTMENT OF WATER AND POWER, 
THE Ciry oF Los ANGELES, 
Los Angeles, June 17, 1957. 
Hon. Ropert 8S. Kerr, 
Chairman, Flood Control, Rivers and Harbors Subcommittee, 
Public Works Committee, United States Senate, Washington, D. C. 

DeaR SENATOR KERR: During the course of my testimony at a recent date on 
Senate bills 1855 and 1869, you requested that I provide you with a tabulation 
showing the interest costs for the various revenue bond issues that have been 
sold by the Department of Water and Power of the City of Los Angeles. In 
presenting this information to you I am including all revenue bond issues since 
the inception of our revenue bond financing for both water and power systems. 

As you may know, our issues are retired serially, and for each issue there is 
a considerable variety in the interest rates for the various maturities. At the 
time of award the interest costs to the department are calculated to determine 
a composite cost of the entire issue, and this is the interest cost tabulated. 
For each issue the attached tabulation gives the date of sale and whether for 
the electric or water system, the amount, the serial term, and the average 
interest cost. 

I believe this information complies with your request. However, if you have 
further questions on this matter, I shall be pleased to try to provide you with 
the appropriate information. 

Yours sincerely, 
Ww. S. PETERSON, 
General Manager and Chief Engineer. 


















































yf 
d 


ie 


m 


ve 


Average interest costs, 





AMENDING THE TVA ACT 
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revenue bond issues, department of water and power, 














| Serial term, | Average in- 
Date of sale System Amount years tere tcost 
(percent) 
BOG SE BOGE Ts sci isannicancseres opaeaais eet $9, 000, 000 | 40 2. 54 
Apr. 26, 1949 AOD chs aap 2 A 284s 6s He Se 40, 000, 000 40 2. 36 
BR OSI era Seer eerie: 20, 000, 000 40 2.33 
Nov. 14,1950 | Electric................-- 10, 000, 000 40 1.78 
EE 6 ORO, i heh A a chi nnd sdoeeeiua edad 10, 000, 000 40 2.14 
Mar. 25, 1952 do See ie ace ate 5, 000, 000 40 | 2.11 
June 10,1952 | Electric. _--- é sd é z 22, 775, 000 40 2. 30 
Jan. 13,1953 | Water__..... > 5, 000, 000 40 2. 75 
SD NE TLS Oh oo Sak et ses be boeken lok 5, 000, 000 30 3.07 
es A SO Tee fn. Sa cen ds tvesenhunh eee’ 20, 000, 000 30 2. 60 
Ne ee eee een eee ee eae te aut 9, 000, 000 | 30 2. 46 
Apr. 14,1954 | Electric Seuh | 15, 000, 000 30 2. 42 
Sept. 8, 1954 SE: citith sat madacieh bites £F Goines deed 19, 500, 000 30 2. 26 
Jan. 26,1955 | SM bb so de bbe bons dwbbdedie 18, 000, 000 30 | 2.47 
May 11,1955 | Water_...-...-_-- 6, 000, 000 | 30 | 2. 28 
Sept. 21,1955 | Electric | 18, 000, 000 | 30 | 2. 51 
Feb. 20,1956 |____.do 4 | 24, 000, 000 30 2. 48 
ee: faa PORN: « cnn se aceon ‘ 9, 000, 000 | 30 | 2. 94 
Aug. 15,1956 | Electric. __- | 4, 500, 000 | 30 | 2.88 
Nov. 8, 1956 TE ee A oe 13, 500, 000 | 30 3. 38 
Feb. 20,1957 | Water 9, 000, 000 | 30 3.13 
Juné 56,1967 | Electric. .........-.-.....-.-.. | 15, 000, 000 | 30 3. 88 
Total | 
Water sce xia (MUI I a I oe he 
Electric eines | 229, 275, 000 ome eee 


Mr. Pererson. Both bills permit the investment of the proceeds of 
any bonds and other funds under TVA control in any securities ap- 
proved for investment of national bank funds. However, S. 1869 pro- 
vides also for the deposit of such proceeds in other funds subject to 
withdrawal by check or otherwise in any Federal Reserve bank or 
bank having re in the Federal Reserve System. On the 
other hand, 1855, through failure to make any special provision 
along this line, would leave TVA to be governed by the Government 
Corporation Control Act requiring th: it such banking and checking 
accounts be kept with the Treasurer unless the Secretary of the Treas- 
ury would otherwise permit. It appears that the provision for use 
of the Federal Reserve bank or its members is an essential, particu- 
larly in the self-contained type of bill proposed in S. 1869. 

In 8. 1869 on page 6, beginning at line 15, there is a technical pro- 
vision which states that— 
bonds issued by the Corporation hereunder shall contain a recital that they are 
issued pursuant to this section, and such recital shall be conclusive evidence of 
the regularity of the issuance and sale of such bonds and of their validity. 

With respect to this procedure, I can only say that in the charter 
provisions pertaining to the bonds of the department of water and 
power there is a somewhat: similar clause which, among other things, 
indicates that the board is by resolution to find and determine that 
the resolution or resolutions authorizing such issue of bonds in all 
respects conforms with the provisions of this section 229. Apparently 
such statements aid materially in the legal acceptance of the condi- 
tions of the bonds. 

In subsection (e) of S. 1869 on page 7, lines 18 to 17, provision is 
made for payment into the Treasury as a return on the appr opriation 
investment in the corporation’s power facilities. This wording is in 
line with regarding the Federal Government’s appropriation invest- 





102 AMENDING THE TVA ACT 


ment as being a true investment indicating ownership of this invest- 
ment by the general Federal Government. 

In bill S. 1855, subsection (f), page 7, lines 7 to 10 inclusive, it is 
indicated that the cor poration shall make interest payments on an 
appropriation investment in the corporation’s power facilities. This 
wording has a tendency to regard the appropriation investment as 
being a loan upon which interest payments would be made. 

Since the Federal Government is the owner rather than the banker, 
it is more appropriate to refer to such payments as returns on the in- 
vestment. I have already earlier in this presentation discussed this 
point. It is interesting to note that in covering this same point in 
section (f) of S. 1869 and in section (g) of S. 1855, a reference on 
page 8 of each bill speaks about this transfer of funds as being pay- 
ment to the Treasury as a “return” on appropriation investment. In 
both cases the intent is that the return cover the Government’s cost of 
money. 

Also, in section (g) of S. 1855, since there was no elimination of the 
last three paragraphs under the subtitle of “Independent Agencies 
and Corporations” the rates for power must be sufficient to provide 
payments in reduction of the appropriation investment. Under this 
act, such payments are mandatory until the amount to be repaid has 
been reduced to $750 million. 

Such perpetual investment of the Federal Government would serve 
as equity capital as I have discussed previously in this presentation. 
In S. 1869, however, it is indicated that the rates for power shall be 
sufficient to provide for certain payments and— 
such additional margin as the Board may consider desirable for investment in 
power-system assets, retirement of outstanding bonds in advance of maturity, 
reduction of appropriation investment, and other purposes connected with the 
corporation’s power business. 

This latter provision enables the TVA to make appropriate adjust- 
ments and have selection in setting the amount of equity capital which 
will be outstanding. It will further relieve the TVA, in the imme- 
diate years ahead, “of the heavy obligation to continue the payments 
on the 40-year basis until the remaining capital is $750 million. The 
choice of the amount of equity capital desirable rests with the par- 
ticular financial conditions that pertain to the actual sale of bonds 
on an optimum low interest rate. It is desirable that the Board re- 
main in full control of this situation so that it can make adjustments 
which will enable it to preserve a favorable financial rating. 

In S. 1869, top of page 9, there is a provision in the paragraph 
under which rates would be set, which carries the following state- 
ment: 


including the objectives that power shall be sold at rates as low as are feasible. 


This provision is to make sure that present policies of TVA with 
respect to low rates will be carried on and will not be affected by the 
introduction of revenue bonds as a method of financing. No such 
provision is carried in S. 1855. 

As was discussed previously, S. 1869 carries a provision whereby 
rates would be set sufficiently high that revenues would be suffic ient 
for making investments in the power system or retir ing bonds in ad- 
vance of matur ity or making reductions of appropriation investment. 
In addition, in the same subsection (f), page 9, lines 3 to 16 inclusive, 
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it is indicated that in order to protect the investments of holders of 
the corporation’s security and the appropriation investment, the cor- 
poration shall apply net power proceeds in reduction of its capital 
obligations at least to the extent of the aggregate of the depreciation 
accruals and other charges representing the amortization of capital 
expenditures applicable “to power properties. It is apparently the 
intent that in this provision the depreciation accruals are to be used 
as a measure of the amount of this reduction in capital. Under S. 
1855 continual reductions in capital would be made under the 40-year 
formula but would stop at a value of $750 million. The effect of this 
clause in 8. 1869 is a little difficult for one outside the TVA to deter- 
mine the effect. I would suggest that unless the hearings have al- 
ready had the results of this provision presented that such a presenta- 
tion by a TVA representative should be made. I do not feel that I 
am in position to make adequate comment on this provision. I am 
afraid, however, that it does not quite give the freedom of judgment, 
that should be available, in maintaining the proper relationships be- 
tween equity capital and bond capital. 

S. 1869 also makes provision in section (g) for power generatin 

and related facilities operated by the corporation under lease oe 
lease-purchase agreements to be considered as property held by the 
corporation within the meaning of section 13 of the act which pro- 
vides for payments in lieu of taxes. This paragraph provides that 
such taxes shall be reduced by the amount of any taxes or tax equiva- 
lents paid by the owners or others on account of said facilities. This, 
of course, is to avoid any double taxation on account of lease-purchase 
obligations. There is also a further provision whereby, in connection 
with the construction of a generating plant or other facilities under 
an agreement providing for lease or purchase or, where the purchase 
of the output of a plant is involved, the corporation may convey by 
deed, lease, or otherwise, any real property in its possession and— 
may perform engineering and construction work and other services, and may 
enter into any necessary contractural arrangements. 
These provisions are, of course, for the purpose of making sure that 
the designs and construction of the facilities will be such as to work 
efficiently, economically and appropriately with the existing facilities 
of TVA. 

Subsection (h) of both S. 1869 and S. 1855 aid the corporation to 
obtain the necessary funds for additional facilities. S. 1869 has some 
variations which would emphasize aid to the corporation in discharg- 
ing its responsibility for the advancement of national defense and the 
physic al, social and economic development of the area. It is my 
belief that the main TVA act includes all of these responsibilities and 
this merely would indicate that the use of the revenue bonds is con- 
sidered to be in line with such responsibilities. This difference be- 
tween the two proposals is minor. 


FREE COMPETITIVE ENTERPRISE 


We would be naive if we did not realize that some of the forces 
which are present in the consideration of any legislative provisions 
with respect to TVA are inspired by the viewpoints expressed by 
privately owned public utilities. Because of this influence I would 
like to make some discussion of this phase of the problem. 
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Public ownership of power utilities, either at the local level or the 
national level, usually comes because there may have been dissatis- 
faction with the services or rates of the previous privately owned 
utility service; or it may have come because such a community or a 
State or Federal Government has a resource which can only be de- 
veloped by public capital because of the conditions pertaining to the 
resource and the size of the area and the laws that may pertain to 
the control of a river; or there may be aspects of the control of the 
river that fall into the realm of services for which we depend upon 
the Government to provide, such as navigation, flood control, and 
other normal governmental functions. The latter is probably the 
stronger force that led to the formation of the TVA, 

It is generally agreed that electric utility service, or in fact all 
utility services, are ‘best accomplished, for economy, through the use 
of natural monopoly. The setting up of the various utility commis- 
sions in the States, to regulate the rates of private utility companies, 
is an indication that the natural monopoly situation is recognized. 
However, we in the United States pride ourselves on free competitive 
enterprise. We believe so thoroughly in this that we even set up a 
Federal Trade Commission to make sure that enterprise does remain 
freely competitive. It may be that a trend of thought is indicated by 
the fact that, as we go on, the words “free competitive enter prise’ ‘have 
been changed to be “free-enterprise system.” ‘The competitive phase 
in industry is not always universally desired by our leaders of industry. 

In the power field we have both private and publicly owned power 
utilities, and in this case the only competition that it seems possible 
to introduce, is the competition that may be found in the rates as set 
by the privately and publicly owned utilities through such compari- 
sons as may be made between such. 

The main differences that may generally exist between these two 
modes of providing service are found in taxation and in financing. 

Rates for each kind of a must be adequate to cover the types 
of expenses which they face in operating their particular kind of 
ownership and for their partic ul: ar conditions. The private company 
will pay certain taxes, but it receives its capital either from investors 
or from bonds. The public enterprises may pay taxes of varying 
kinds and amounts, or make payments in lieu of taxes, or provide free 
services of one sort or another to their governmental owners, and these 
may be more or less than paid by private utilities; but they also must 
usually provide some substantial portion of their capital from their 
rate structure as equity capital, particularly if they are financing by 
revenue bonds. 

In our consideration of both S. 1869 and S. 1855 we have found also 
that provisions are being made under which interest would be paid 
for all funds whether from Government appeer iation or from reve- 
nue bonds. As is well known to you, ther also provisions in the 
TVA Act under which certain in lieu t: ixpaymente are made. 

Any fair comparison on rates must take into account the differences 
which I have pointed out. When these differences are taken into 
account the burdens for costs of operation are quite closely comparable. 
The rates themselves then become the measure which controls the com- 
PT meek nee 

I might insert here for clarification, I am roughly saying that the 
burden that comes from use of revenues by the publicly owned type of 
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utility in the construction of its system approximately offsets the tax 
obligation i in the private power companies case, so that in the determi- 
nation of rates there shouldn’t be a vast difference of comparison 
because the two differences compensate. 

Most of you are familiar with the illustrations in TVA publications 
showing the map of the United States with zones for different typical 
average rates. You will recall that the lowest rate zone is that embrac- 
ing TVA, and that successive rate zones beyond grow to higher and 
higher rates as the distance from TVA is increased. 

Those companies nearest to TVA are not going broke. As a 
matter of fact, actually, the promotional type of rates are building 
loads so that their operations, as I understand it, are quite com- 
fortably profitable. They are meeting as nearly as possible the com- 
petition of TVA. 

The same thing, to a lesser degree, occurs in my own community, 
Los Angeles and the surrounding area, where I am sure that the 
rates of the department of water and power have influenced the rates 
of private companies operating within the same State. Thus we 
find that the public power enterprises are the forces which give our 
Nation a truly free competitive enterprise system in the field of 
the electric utilities. 

I would like to conclude this phi ise of the discussion by anatns 
Mr. Gordon R. Clapp, + former Chairman of the Board of TVA 
wherein, in his book on the TVA, in discussing national power policy, 
he says: 

Very minimum of prudence suggests that we nourish and hold accountable 
both private and public ownership in a pattern of vigorous competition and 


performance, each encouraged to meet public support by its performance of a 
public service and its contribution to our national strength. 

Mr. Clapp, in common with other Board members of the TVA, 
was appointed in compliance with the requirement of the TVA Act 
that— 


all members of the Board shall be persons who profess a belief in the feasibility 
and wisdom of this act. 

All of these men have accepted the responsibilities set forth in the TVA Act 
and have developed a marvelous organization, meeting all the requirements of 
the act, and through development of the resources of the area have brought 
happiness and prosperity to a large region. 

After a successful operation of approximately 24 years the obliga- 
tions of continued service are so high that the job now is one of 
facilitating its services and providing a system of financing that is 
fair to the people dependent on TVA services and fair to “the rest 
of the Nation. We believe that these objectives can best be accom- 
plished through the enactment of S. 1869, 

This bill will enable the work of this great organization to be car- 
ried on with efficiency and effectiveness and with great benefit not 
only to the region served by the Tennessee Valley Authority but in 
providing other services and benefits to the Nation as a whole, as has 
occurred under the administration of the act. 

Thank you very much for the opportunity of making this 
presentation. 

Senator Kerr. Thank you, Mr. Peterson, for your statement. It 
certainly gives evidence of great effort and thought and energy in 
preparation, and its scope of discussion has been helpful to this 


committee. 
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Are there any questions ? 

Senator Martin. Mr. Chairman ? 

Senator Kerr. Senator Martin. 

Senator Marrin. Might I at this time turn over to the witness 
copies of the Cooper bill, the Martin bill, and a statement that I made 
in the record # few days ago, with the request that he communicate 
with us later and comment on these bills? 

Senator Kerr. At his earliest convenience; yes, sir. 

Are there other questions? 

Senator Kucne.. Yes, Mr. Chairman. 

Senator Kerr. Senator Kuchel. 

Senator Kucnex. Mr. Peterson, do you generally seek to make an 
analogy between the charter provisions of the city of Los Angeles 
on the one hand, and the legislative proposal which Senator Kerr “and 
others have introduced ? 

Mr. Pererson. That is my general objective when I bring in the 
Los Angeles comparisons; yes 

Senator Kucuet. In the formul: ation of the charter amendment 
which provides for revenue bond financing in Los Angeles, was that 
charter proposal first adopted by the city council ? 

Mr. Pererson. That charter provision had to be adopted by an 
amendment voted on by the people. 

Senator Krrr. Submitted by the council and approved by the 
people? 

Mr. Pererson. Yes. 

Senator Kucue. It began in the city council ? 

Mr. Pererson. Our board and its legal staff, of course 

Senator Kucner. Recommended it ? 

Mr. Pererson (continuing). Devised the statute, and talked it 
over with such people as the chamber of commerce and other inter- 
ested civic organizations and financial organizations to work out a 
good amendment to the charter. That is then made available to the 
council who are the one who have to vote to put it on to the ballot. 

Senator Kucuet. Do you recall, was the approval of the proposed 
charter amendment in the council substantial ? 

Mr. Pererson. I can’t tell you the council vote on it. I am sure 
there were no difficulties in the council. 

Sennator Kucue:. Was there any opposition to the adoption by 
the people of the proposed amendment ? 

Mr. Pererson. The thing that gave the most concern was the rela- 
tionship between bonds and equity capital. And in the original pro- 
posal we accepted a rather liberal relationship and protection of the 
bondholder. 

By that I mean the relation of equity to bonds was 1 to 1. That 
finally proved to be a little too tight. It is much tighter than normal 
utilities operate under. And in the last general ‘election that was 
changed to this 114 ratio of bonds to equity in order to be more adapt- 
able to the rate of growth which we experienced. 

Senator Kerr. I understand that when the matter is submitted, and 
as it is submitted it has had substantial or overwhelming approval 
of the people of Los Angeles? 

Mr. Pererson. Yes. It works out so much better than the old 
system. 
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Senator Kerr. What I am trying to get in the record and what 
Senator Kuchel has in mind, was it approved by a close election, a 
substantial majority, or how was the sentiment of your people on it? 

Mr. Prererson. My impression now, remembering way back that 
far, is that it went over quite readily. 

Senator Kucuet. This is my last question: Would it be fair to say 
that the relationship of equity capital to the revenue bonds which 
have been approved by the people in effect constitutes some limitation 
to the several bond proposals as they are deemed necessary # 

Mr. Pererson. I am not sure I am following you, Senator. Will 
you rephrase it? 

Senator Kucuen. Go back to the amendment which you say was 
adopted last year by the people. What in essence did that provide? 

Mr. Prrerson. What that did was to say—first, let me say that the 
amount of our bonds are related to an item called accumulated net 
income. 

Senator Kucuet. What does that mean ‘ 

Mr. Pererson. That accumulated net income means an amount to 
which we add each year the net income resulting from our operations. 

Senator Kerr. May | interrupt right there / 

Senator Kucue.. Yes. 

Senator Kerr. He is talking about the relationship between equity 
capital and revenue bonds. To begin with, their requirement was 
that they could issue as many revenue bonds as they had equal amount 
in equity ‘apital, on the ratio of 1 to 1. They found that that left 
them in a very tight situation and did not permit them to expand their 
facilities and grow as rapidly as the demands of their customers in- 
creased. So they submitted a proposal to the people whereby they 

‘atified the authority for them to issue 1.25 revenue bonds to $1 equity 

vapital. 

Mr. Pererson. That is correct. 

Senator Kerr. Their equity capital grows 1 of 2 ways, as 1 under- 
stand it. Each year what money you make in net profit—and I would 
presume that which you add to your surplus account—is regarded as 
an increase in the amount of your equity capital. 

Mr. Prererson. That is right. 

Senator Kerr. And that increase in their net surplus increases their 
authority to issue bonds, revenue bonds, still at the ratio of 1.25 rev- 
enue bonds for each $1 of equity capital. If your requirements for 

expansion exceed the rate that you can expand ‘through the additions 
to your net capital and the corresponding issues of revenue bonds at 
1.25 to 1, then you are faced with the necessity of issuing municipal 
bonds, the proceeds of which you have heretofore, I would presume, 
at some time, added to your net working capital. 

Mr. Pererson. The difference that comes in there is that we have 
to do one of two things. We either have to foresee the condition and 
raise rates so as to bring the equity capital up- 

Senator Kerr. From your own operations ¢ 

Mr. Prererson. From our own operations, which is the normal good 
way to do it. Or the other is that we can issue revenue bonds based 
on a vote of the people that are not general obligation. 

Senator Kucner. Revenue bonds ?/ 

Senator Kerr. They are not general obligation / 

Mr. Pererson. No. 
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Senator Kerr. Then they have another method of issuing revenue 
bonds—— 

Senator Kucuex. In excess of the zestriction of the charter amend- 
ment. 

Mr. Pererson. That is right. 

Senator Kerr. But in that regard if they increase their equity cap- 
ital in that manner they must have an affirmative vote of the people 
approving ¢ 

Mr. Prrerson. Yes. 

Senator Kerr. Is that correct? 

Mr. Pererson. That is exactly correct. We don’t like that method. 
We would rather keep our rate structure in proper balance and 
use the other. 

Senator Kucuen. Mr. Peterson, of you were compelled to resort to 
the alternate method to which you have just described, does the 
charter of the city require approval of the council before the people 
are permitted to pass judgment ? 

Mr. Pererson. Yes. That would like any other issue before them. 

Senator Kucuet. I think that is helpful. I know I anticipate that 
one of the problems that this committee is going to have is with respect 
to the limitation which Senator Cooper suggested in his bill. The 
discussion that you have given in your paper has been helpful. I 
think this also is helpful to that general problem we are going to face. 

Mr. Pererson. May I volunteer this type of discussion: In trying 
to set that increase like 1.25 or 1.33, or whatever we might have 
chosen, our whole idea there was to not get above what we knew the 
financial people would accept. The final, ultimate control is not so 
much what you may set by law, it is what the money syndicates may 
set by what they are willing to bid on it. We are just trying to keep 
well under what their considerations would require. 

Senator Kucuen. I appreciate that. 

Senator Kerr. If there are no further questions, thank you very 
much, Mr. Peterson. 

Mr. Pererson. It has been a pleasure. 

Senator Kerr. Senator Martin wants to put a statement of his 
into the record with reference to his bill. He has to leave. If it is 
agreeable to interrupt at this point we will let him do that. 

Senator Martry. I would like to put in the record a statement that 
I made on the floor of the Senate relating to S. 2145 and also a brief 
statement, a further explanation of the bill. 

Senator Kerr. That may be done. 

(The statement referred to follows:) 


STATEMENT BY SENATOR EDWARD MARTIN UPON INTRODUCTION OF A BILL To 
FINANCE TVA 


A bill requiring the Tennessee Valley Authority to pay interest on the Federal 
investment in its power facilities, to pay Federal income taxes on its earnings 
as well as State and local taxes and to place its rates under regulation by the 
Federal Power Commission was introduced in the Senate today by Senator 
Martin (Republican, Pennsylvania.). 

The bill would authorize TVA to finance future expansion, as approved by 
Congress, by the issuance of revenue bonds, not to exceed $750 million out- 
standing at any one time. It would also limit TVA to its present service area. 

In explaining the purposes of the bill, Senator Martin contended that the 
power business of TVA has advanced to a position where it no longer needs a 
subsidy from the taxpayers of the United States for its successful operation. 
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He asserted that one of the principal objectives of his bill is to place TVA on an 
equal footing with other business enterprises, subject to the same rules that 
Congress makes and enforces for private business, without any preferential 
treatment. 

The Pennsylvania Senator placed in the Congressional Record a tabulation 
showing the proportionate share borne by each State of the funds appropriated 
and property transferred to TVA from its beginning in 1934 through 1956. The 
total, he pointed out, is nearly $2 billion of which, he said: 

“The people of my State, Pennsylvania, have furnished over $147 million— 
almost six times as much as Tennessee’s less than $25 million.” Senator Mar- 
tin suggested that each member of the Senate would be interested to see the 
share which the people of his State have contributed. 

Addressing the Senate, Senator Martin said the most serious situation con- 
fronting the American people is “the astronomical size of the Federal budget 
and the unbearable burden of taxes necessary to support it.” 

“IT am conviced,” he continued, “that the only way the tremendous burden of 
taxes now carried by our people can be lightened and the budget reduced with 
safety to our national security, is to take up the various spending agencies, one 
by one, and examine their every aspect with care and good judgment. The 
purpose of this study should be to devise ways and means of getting these activi- 
ties off the backs of the taxpayers, and at the same time advance the worthy 
purposes of the agencies. 

“In like manner the various sources of tax and other revenues of the Treasury 
should be examined with equal care and good judgment. We should see to it 
that taxes are levied equitably and thaé revenues from business and quasi-busi- 
ness operations conducted by various agencies of the Federal Government 
adequite to cover all the costs incurred. 





are 


“We have had, and still have, before the Congress an example of a Federal 
undertaking that should be examined in the manner I have described to see what 
adjustments can be made for the benefit of both the taxpayers and the section 
of the country directly affected by the agency. 

“T am speaking about the Tennessee Valley Authority. 

“The problem of financing the continued expansion of TVA’s electric opera- 
tion assumes alarming proportions when viewed against a backdrop of con- 
gressional appropriations and transfers of property over the years, now aggre- 
gating nearly $2 billion. An extensive construction program, reaching indefi- 
nitely into the future, threatens to use up more and more funds supplied by 
our citizens everywhere by way of the Federal tax route. 

“Today, with the urgent budget situation confronting us, it is even more 
essential to resolve the problem in the best interest of all of our citizens. 

“Let me hasten to point out that this does not mean that TVA is to be done 
away with or that I am here advocating such a step. But it does seem-to me 
that we must all agree that TVA as it stands today has developed far beyond, 
and in many respects has become quite a different undertaking than what was 
originally contemplated when the TVA Act was passed almost a quarter cen- 
tury ago. I think, too, that we must give practical consideration to the facts 
as they presently exist and find a sound and realistic solution to the problem 
of supplying the power needs of the TVA area—in terms of adequate service to 
the people within the TVA area as it now stands; in terms of necessary facili- 
ties to provide such service, and in terms of financing the required facilities by 
appropriate measures under congressional control so as to take care of fairly 
the beneficiaries of TVA service and, at the same time, to protect fully the tax- 
payers of the country. 

“Any bill affecting TVA should continue and strengthen the control of the 
Congress over this vast business undertaking; not lessen or surrender it. The 
people of this country have every right to expect the Congress to safeguard their 
interests in this matter. 

“Customers of TVA should contribute, through their bills for electric service, 
their fair share of taxes, not only at the State and local level but at the Federal 
level as well. To the extent that, as part of the business operations of the 
Nation, TVA escapes contributing its fair share, its customers are being subsi- 
dized and the taxpayers of the country are making up the deficiency in addition 
to their proper share. 

“Another serious defect in the TVA Act as it now stands has become increas- 
ingly apparent in recent years. Under the act, the Authority is not required to 
pay interest on any part of the investment of Federal funds in the TVA project. 
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“In my judgment, there should be a study of the rates, contracts, and alloca- 
tions of TVA, and the responsibility should be placed in the Federal Power Com- 
mission. The Commission is qualified. It is the only agency of the Federal 
Government having complete and continuing records and information, from 
which sound conclusions can be reached consistent with the directives of 
Jongress. 

“Kor the reasons I have just outlined, I have prepared a bill which will take 
the TVA off of the backs of the taxpayers, and provide a means by which the 
future power needs of the area can be fully met without undue burdens being 
imposed on local power users. This bill would— 

“1, Strengthen the control of the Congress over TVA and its operations ; 

“2. Limit the TVA to its present service area; 

“3. Bring badly needed revenues to the United States Treasury and to 
local taxing bodies ; 

“4. Protect the interest which the Federal taxpayers now have in the 
undertaking ; 

“>. Remove TVA from the political arena ; 

“§. Permit TVA, under strict regulation by the Congress to issue bonds 
to provide new facilities, thus giving to the TVA area an assured means of 
carrying out needed expansion programs without appropriations by the 
Congress ; 

“T, Leave TVA in an extremely favorable competitive position ; 

“8. Give to TVA’s customers the protection of Federal Power Commission 
regulation ; 

“9. Take an important and constructive step toward meeting the present 


critical budget and tax situation that confronts us.” 


Proportionate share of States in TV.1 appropriations of $1,977,500,000 (in- 
cludes $45,200,000 of transfers of property from beginning) in fiseal year 
1934 through fiscal year 1956 


{In millions of dollars] 


Alabama_____ eae eee ee. Py Se 5.9 
Arizona_____.---_-— ide ee ene ee 294. 1 
Arkansas > ee ee oa, oy ores Carne. 99.7 
i on eae Oy ee See ere 3.8 
en ee Sas re eo 18. 6 | Ohio__ tk ae aaa ~ 120. 0 
ON EAE LEP en A en ne 21.0 
ES eee : 9: 1 | Oregon... .. Be ee ne 19.6 
Wiorae Lee ee 8 ZL 27.9] Pennsylvania____. we 147.3 
CS oth ge ee ee a 26.9} Rhode Island___-_- Soe 10. 7 
enenta ee 2s sh Sees GF | out Carotina. 13. 6 
Illinois oe Pe 150.9} South Dakota____-______ : 5.7 
SB es eee 46.5 | Tennessee Sakae a 24.7 
pene tne) ot ee atc O} SOS. 04. S: ee 84.0 
DNAS koe | ota) lls. E 74 ee i) ne Bae re 8 fh 6.7 
tele ee. sate be 21.6) Vermont ___-_ eee Lt 3. 
NC EEE 58 Fe 5k i O28) Virginie _.=:_._. beads 29.3 
SS ee ee r. Ras Sree. 2 ek 81.8 
een oot. re 86:81 West Virginia... 2... - 5.6 
Massachusetts____.________ 66. 2| Wisconsin__ ete te Be 40.8 
Michigan___-____ 3i Cees See are tenet as Fe ale 3.4 
Minnesota a ee a 34.0} D. C. and possessions_______ 29.9 
Mississippi_——__~- eeite = 11.1 

Missouri Ss 52.0 Total TVA _ appropria- 

i ak tas 6.5 tions including trans- 
Nebraska ___-~-- ce bat es sian 16. 0 fers of property, fiscal 

a a cl 8 Ook 2.8 year 1934 through fis- 

vg Me ON 5.5 cal year 1956__..____ 1,977.5 
a Sn 67.8 





Note.—Proportionate shares borne by each State based on allocation of the Federal tax 
burden among the States and possessions as calculated by the Council of the State Chambers 
of Commerce and averaged for the fiscal years 1949 through 1956. 

Senator Kerr. Is there some Senator present who desires the priv- 
ilege of introducing Mr. Finley? If not, I will introduce you myself, 
Mr. Finley. oo 
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Senator Kerauver. Mr. Chairman, I would like to have the op- 
portunity of saying a word. 

Senator Kerr. Very good, Senator Kefauver. 

Senator Krerauver. Mr. Finley originally comes from South Car- 
olina. 

Senator Kerr. I want to say to you that his point of origin will not 
be held against him. [| Laughter. | 

Senator Kerauver. His point of origin or his point of present lo- 
cation either. 

Senator Kerr. We wouldn’t want to take the position to indicate 
that he had either improved himself or impaired himself. [ Laughter. | 

Pardon me, Senator Kefauver, go ahead. 

Senator Kerauver. Mr. Finley is States Rights Finley. His father 
was a distinguished Member of the House of Representatives. He 
was so devoted to the cause of States rights that his illustrious son 
bears that title. 

Mr. Finley is a competent and illustrious engmeer. He has had a 
great deal of experience in REA and public power bodies over the 
course of many years. And for many years has been superintendent 
of thie Chattanooga Public Power Utility, in whieh he has done an 
outstanding job. 

He is a leading citizen of our city and of our State. He knows this 
subject thoroughly. 

Senator Kerr. Thank you very much, Senator. You see, I knew 
something about the man and was going to make just about those 
remarks, a little more effectively and a little more briefly. | Laughter. | 

But since the Senator has exercised the prerogative and done an 
excellent job, Mr. Finley, we will now hear you. 

Senator Krrauver. The Senator has that capability, and I know 
that Mr. Finley would appreciate a supplement to what I had to say. 

Senator Kerr. My experience with Mr. Finley has been in that I 
have listened to him before, and I know the extent and degree of his 
knowledge and have a great respect for it. 


STATEMENT OF S. R. FINLEY, GENERAL SUPERINTENDENT OF THE 
ELECTRIC POWER BOARD OF CHATTANOOGA 


Mr. Fintey. Mr. Chairman, in view of the chairman’s and Mr. 
Kefauver’s kind words, I will omit the identification of myself. It is 
much better than I can state it. 

I am appearing here on behalf of my board and its 80,000 customers, 
and also the members of the Tennessee Valley Public Power Associa- 
tion. Their membership comprises over 90 percent of the 149 munici- 
palities and REA-financed cooperatives who distribute TVA power. 
They serve approximately 1,500,000 customers. 

Senator Kerr. Would you give us an estimate of how many people 
that 114 million customers include ? 

Mr. Finuey. I would say between five million and six million people. 

Senator Kerr. That would be in the States of 

Mr. Fintey. The State of Tennessee, the edge of Kentucky, Missis- 
sippi, Alabama, the northern edge of the State of Georgia, very few 
in the State of Virginia, practically all of the State of Tennessee, and 
in western North Carolina. 
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Senator Kerr. The total population of Tennessee isn’t over a mil- 
lion anda half, isit? [Laughter. | 

Senator Gore. Wait a minute. Will you inform this distinguished 
chairman accurately, Mr. Finley ? 

Senator Kerr. I want to say to my good friend on the left, Senator 
Gore, that any statement the witness would give should take into 
account the fact that the Census Bureau announced that as of this 
date—which is June 6, 1957—we have 171 million people in the United 
States, and my knowledge of the fine people of Tennessee leads me to 
believe that they have probably been responsible for their part of that 
increase, and any estimate that the witness gave us should give full 
consideration to including their participation in that program. 
{ Laughter. | 

Senator Gore. I want to say to my distinguished chairman that the 
people I represent, and their representative, enthusiastically believe 
in the principle of propagation. 

Senator Kerr. Very good. Now that we have that settled, will you 
go right ahead. 

Mr. Fixtey. All of us so-called power distributors purchase our 
entire electric power requirement at wholesale from the Tennessee 
Valley Authority. 

My own board purchases the largest number of kilowatt-hours from 
TVA of any whom I represent: In fiscal 1956 they bought 2,173 
million kilowatt-hours. All of the 149 so-called distributors of TVA 
power, municipalities and cooperatives, purchased 15,500 million kilo- 
watt-hours. For this they paid TVA $66 million, an average rate of 
414 mills per kilowatt-hour. This cost of purchased power required 
44 percent of their sales revenue. In Chattanooga it required 54 per- 
cent of our sales revenue. 

In order to clarify an often misunderstood and frequently mis- 
stated fact, let me say that the 1514 billion kilowatt-hours that we 
149 power distributors purchased from TVA in fiscal 1956 represented 
only 29 percent of TV A’s total sales of electricity. 

Senator Kerr. Can you tell us at this point the amount of elec- 
tricity sold in this area, other than that produced and sold by TVA? 

Mr. Frinuey. Very little if any, sir. 

Senator Kerr. Very little, if any ? 

Mr. Frntey. Yes. 

Senator Kerr. Thank you. 

Mr. Fintey. I cite this because selfish interests and enemies of TVA 
would have it believed that TVA exists solely for the personal use of 
residents in our area. They do not mention, or even hint, that the 
Federal Government itself—all of us in this Nation—in fiscal 1956 
took 57 percent of all TV A’s power for its defense installations, which 
was twice as much as the 1,500,000 ultimate consumers served by the 
distributors used. Just as TVA belongs to all of our Nation, so does 
it serve all of our Nation. 

There are those who look upon TVA as a business venture of our 
Government and accountingwise seek to show it as a financial flop. 
In this they are totally wrong. Essentially, it is a resource develop- 
ment in the public interest—a definite part of our Nation’s defense, 
and a wise investment in the safe future and protection of our Nation. 
And along with that, it is a sound financial project which has yielded 
on the power investment part a 4 percent return moneywise to the 
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Nation. With many billions of dollars of our last decade’s national 
defense investment now destroyed, in mothballs, or given away abroad 
and at home, the Nation’s defense investment in TVA is still sound, 
active, at work, and producing a good return to the Nation. 

Much has been said about the present national administration’s 
proposed program of partnership between the Government and others 
in connection with electricity-producing projects where the Nation’s 
resources are involved. In the Tennessee Valley we have for 20 years 
had a fine example of real partnership between our Government and 
those who, if they want to, should be its partners in such programs— 
the people. 

As partners with the Federal Government in the electricity business 
in the Tennessee Valley we have in our local systems an investment 
of $496 million. ‘The other partner, the Federal Government, had an 
average net investment in completed powerplant during fiscal 1956 
of $1,380 million. Its net revenue upon this investment for the year 
was $54 million—a return of 3.9 percent. 

In this partnership venture, we, the junior partners, have 27 percent 
of the investment and the Government 73 percent—a larger share, 
yes, as it eter be, because national-defense needs are a responsibility 
of all the Nation and have required much of the present TVA invest- 
ment. 

It will be recalled I earlier stated our local systems received only 29 
percent of TV A’s total electricity output. If it can be assumed that 
29 percent of the TVA electricity investment of $1,380 million, or $400 
million, is attributable to our needs, it follows that our investment of 
$496 million in our systems exceeds that amount by nearly $100 million. 

The entire economy of our 80,000-square-mile area in the Tennessee 
Valley service area has gone forward for over 20 years based upon 
this partne rship relation between the TVA and ourselves in regard 
to our electricity needs. We want it to continue, and upon the same 
general basis as in the past. 

We want no part of the private power company proposals that 
TVA’s and our future power needs be had primarily from them. To 
place these future power needs of the Tennessee Valley area in private 
power company hands would be the equivalent of putting boll weevils 
in charge of the cottonfields or foxes in charge of the henhouses, and 
the results would be the same. 

Why would the private power monopoly interests, who now serve 
over 80 percent of the Nation’s electricity users, want to control the 
TVA service area’s future power supply? The simple answer is that 
they want to control the retail rates. And the way to do this is to 
control the cost of power which sets the wholesale rates. It annoys 
them for the people of Chattanooga to pay only 40 percent of priv ate 
power companies’ average retail ‘rate to their residential users—not 
immediately, of course, because trends in electric utility movements 
go slowly, but over future years private power companies would, as 
they could, if they supplied ‘the TV A area, gradually push the whole- 
sale rates up, and that would push the ret: ail rates up—which is what 
they want. 

Such a program would increase the present imposing 80-percent 
domination of electric utility service in our Nation by private utility 
interests toward 100 percent—and near complete monopoly—some- 
thing this Nation does not need, nor do I believe want, as regards 
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electric utility service. The present condition is a valuable one and 
a restraining influence upon all electric rates in our Nation. And, in 
this present condition, private power companies are not suffering finan- 
cially. All are in a most profitable condition. And so I would urge 
this committee to have no part in these selfish proposals by the private 
power interests. We hope you will forget them. 

The committees in the Sonaiend now considering proposed TVA 
legislation have had another amazing set of pseweee advocated by 
what should be a more responsible group. refer to the 10-point 
proposal of the United States Chamber of Commerce. In all frank- 
ness, I do not believe any more audacious proposal purporting to 
come from a responsible group has ever been presented. In their No. 
1 proposal they literally urge the Congress to prevent TVA from 
having further funds of any kind: appropriations, bonds, or opera- 
tional in nature. Then, in nine separate ways they tell the Congress 
how to cripple, dismember, and inter what remains of TVA. If we 
had any idea the Congress would even remotely consider these selfish- 
ly and arrogantly conceived recommendations, our blood in the Ten- 
nessee Valley would run cold. As it is, we are only amused at their 
audacious arrogance. The chamber of commerce proposals are so 
patently selfish in nature, vicious in intent, and utterly ridiculous 
as to warrant no consideration. It was pleasing to us that President 
Eisenhower, when questioned about them, gave them what they de- 
served—a perfunctory dismissal. 

Of course, these chamber of commerce proposals emanate from 
private power monopoly interests. These are the same power com- 
panies who have received, through the accelerated amortization proces- 
ses, over $1,455 million in interest-free loans from our Government, 
calculated to be, on the basis of 6-percent return for 3314 years, a 
total subsidy of $4,900 million—over 314 times as much as the Fed- 
eral Government’s average net investment in TVA as of June 30, 
1956. An investment, incidentally, which at present is complete- 
ly repayable and earning for the Government a 4-percent return. 
This $4,900 million subsidy to private monopoly power companies 
exceeds by $1,800 million the total plant account less reserves of all 
the Federal Government’s electricity facilities in 1954. The pri- 
vate power companies should show more gratitude to a General Gov- 
ernment for such bountiful treatment rather than urge destruction 
of its sound TVA investment. 

Two of these chamber of commerce proposals have to do with 
taxes on TVA. In the private power monopoly companies nation- 
wide advertisements they belabor TVA on this subject, and in their 
ads say they can have power ready when needed because they don’t 
have to wait for a cent of tax money to build plants. Let me re- 
cite an instance of their nonwaiting and unconcern about tax money. 
In the early days of the Korean war our Nation needed more elec- 
tric power. The Defense Electric Power Administration called to- 
gether an advisory committee of 50 representatives of the Nation’s 
power supply—public and private. Secretary Chapman outlined 
the needs, told what was required and then asked for questions. Do 
you know what was the first question and from whom it came? It 
was, “who has and where do we get the ‘accelerated amortization’ 
certificates?” And it came from a private power company spokes- 
man. The few of us from public power interests on the committee 
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were amazed. Having never had any such subsidy we hardly knew 
what they were discussing. And now they have the gall, to oppose 
a proposal which would make it unnecessary for TVA to use appro- 
priations for new power facilities. 

Senator Gore. Mr. Chairman, I have a question. 

Senator Kerr. Senator Gore? 

Senator Gorr. Mr. Finley, if the TVA, a wholly owned Govern- 
ment corporation, issues bonds to augment the supply of power for 
the customers in its service area, who will provide the revenue to 
retire those bonds? 

Mr. Frnutry. The customers in the areas. 

Senator Gore. Who will benefit ultimately from the investment 
made and paid for by the power users in the area 4 

Mr. Frntey. All of the United States, because they own the TVA. 

Senator Gore. Thank you, Mr. Chairman. 

Mr. Fintey. One of these 10 point chamber of commerce proposals 
says, “limit TVA to its present service area.” Let me briefly dis- 
cuss this subject and point out the lack of need for such a require- 
ment. The boundaries of TVA service have long since been estab- 
lished. There is no planned program to extend this area. As long 
as those who now serve surrounding areas with adequate service and 
reasonable rate do so, there will be no clamor for a change to TVA 
service. In some fringe instances—yes, perhaps—but these will al- 
ways be coming up and so far have been reason: ibly adjusted. There 
is a large industry just a few miles from C ‘hattanooga which is now 
served by the Georgia Power Co. This industry has been to us sev- 
eral time asking that we build a line to them for service from my 
board. They would save $200,000 a year on our rates—and, of course, 
want todo so. We have consistently refused to do it because the mill 
is outside of our service area, and has a present ample service. To my 
knowledge, TVA has also not considered doing so, but I am certain 
they have also been approached about it by this industry. 

I have even had examples of a private power company asking me 
to build lines and serve areas naturally in their local territory, w vhich 
I declined to build. Instead, I told them to build their distribution 
lines and we would give them a source of supply from our lines on 
the edge of our terr itor y. This they did, and, as a result, the Murphy 
Hollow area lines of the Georgia Power Co. serve customers in the 
Georgia Power Co.’s logical territory, but with power supplied by 
our system. Of course, they pay us for the power through their inter- 
change agreements with TVA. 

It might result in most uneconomical construction having to be 
made by TVA to restrict their facilities to an arbitarary location 
which was not the most economical location. Additionally, serious 
questions of intent woud come up in trying to live under such a law. 
Let me illustrate. The north Georgia REA-financed cooperative gets 
power from TVA. Its territory extends many miles south in Georgia 
from our TVA’s service point just south of Chattanooga. If they 
required another service point further down in Georgia, ’ TVA under 
the proposed service area limitation might not be able to serve at the 
needed location, even though for miles around users of the power had 
TVA power through the co-op. Of course, Congress could not. place 
geographical limits on the co- op’s territory. 
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One of Chattanooga’s most important TVA service points on the 
southern edge of our area could probably not have been built under 
a literal interpretation of the proposed territorial limit on TVA. 
And you may be certain the literal intent of such a law would be 
questioned in the courts freely and often. TVA needs no further 
legal territorial limitation and the imposition of such would tend to 
bake TVA a less workable and a less efficient enterprise. 

Incidentally, one of the sponsors of such a proposal—the Southern 
Co.—has purchased a proposed powerplant site within TVA presently 
served territory. This was as it should have been because the location 
they chose is the most economically efficient one for them. We people 
in the Tennesse Valley have not come running up here asking for ¢ 
law to keep them out. 

Senator Gore. Is this the only attempted invasion by a surrounding 
utility ? 

Mr. Fintey. No, we had the Dixon-Yates attempt a while back. 

Senator Gore. They tried to steal away the largest municipality in 
the TVA service area, did they not ? 

Mr. Fintry. I > pe say they tried to acquire that for their own load, 

Senator Gore. I said “steal away. 

Mr. Fintry. I don’t have senatorial immunity. 

Senator Kerr. The chairman understands what both of you have 
said and is of the opinion that you are both referring to the same 
act. 

Senator Gore. Accurately ? 

Mr. Fintey. It has been proposed that a ceiling on the amount of 
bonds which TVA could have outstanding at any one time be set, say, 
at $750 million. Under such a proposal this authority might be 
exhausted in a few years, and, under a limitation, would always give 
rise as to uncertainty concerning TV A’s long- term ability to finance 
needed additional power capacity. Such uncert: iinty would have its 
effect upon our area’s economic growth and would certainly be used 
against our area in its effort to further industrial development. 

“Tn cone luding this privilege to comment for our area upon proposed 
TVA legislation before this committee, let me say we believe the record 
of 24 years will show TVA to have been one of the Nation’s most 
rewarding undertakings. It has been the outstanding example of a 
public corporation to achieve legislative intent. This has happened 
largely because of corporate freedom to carry out its endeavors in the 
most logical and efficient manner, and efficient, dedicated service by 
those who have administered it. Its activities, of course, through its 
electricity program, give to it some characteristics of a public utility. 
The function of such an enterprise is to serve people. This TVA has 
done well and efficiently. 

What is needed now is legislation that will give to TVA, on a 
permanent reasonable basis, a provision for future capital-needs 
financing to supplement the present appropriation method. S. 1869 
seems to us to be the best approach to this need. Under it TVA would 
be relieved of the present mandatory annual payback of previous 
appropriations. A requirement of reasonable annual dividend rate, 
equivalent to the average rate on Federal borrowings, interest upon 
its investment would be instituted instead. Bonds to be issued for 

capital additions would be interest bearing—not an obligation of the 
United States Treasury, or any of its funds other than TVA funds. 
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Provision is made for the use of lease and lease-purchase agreements, 
when needed, of power generating and related facilities of others—as 
it should be. Avail: bility to others is provided for access to and use 
of TVA engineering and construction facilities—certainly among the 
most eflicient in the Nation. 

Encouraged by the Congress itself, the people of our area have 
built wp our partnership with the Federal Government as regards the 
furnishing of our electricity needs. In such a joint venture we have 
invested nearly $500 million. In this partnership there has been a 
demonstration that low electric rates increased consumption, brought 
more useful benefits to people, and made possible still lower rates. 
Much has been learned by the Nation about the electric utility busi- 
ness from the TVA program which has benefited the entire Nation. 

The TVA is not a political pawn to be dealt with in line with the 
political vagaries, ideas, and whims of changing national administra- 
tions. Its decisions should not be controlled by political appointees 
who serve short terms of public service and then rush back to their 
business ventures. 

The TVA, with its broad policy established by the congressional 
act, should not have the details of execution of this policy dependent 
upon approval by various Government department offici: als in Wash- 
ington. They should be left to the board of directors. In no other 
way can maximum efficiency be had. Ever since its establishment 
this has been one of TV A’s greatest assets. 

Through our partne rship relations and power contracts TVA is in 
effect a part of the lives and future of we people in the Tennessee 
Valley. We do not want its future effectiveness shackled and handi- 
capped. Our desires, we believe, should have weight in the considera- 
tion of its future. As we see matters, it is our belief that enactment 
of S. 1869 into law will (1) be an improvement upon a present busi- 
nesslike corporate structure, (2) ) further safeguard the Government’s 
and our investment in this joint venture, (3) ‘provide for orderly and 
financially sound needed additions in electrical facilities, and (4) 
remove from the congressional scene the annual argument over TVA. 

[t is our desire that S. 1869 be enacted into law. 

Senator Kerr. Thank you very much, Mr. Finley. 

Are there any questions ? 

Senator Keravver. Mr. Chairman. 

Senator Kerr. Senator Kefauver ? 

Senator Keravver. On page 7, Mr. Finley, you refer to the fact 
that a southern company—Georgia Power, I take it, or Alabama 
Power—did buy a site in the Tennessee Valley service area. That 
I take it was near Huntsville, Ala. 

Mr. Fintry. It is near the Huntsville-Guntersville area 

Senator Kerauver. Your point is that actually the service area is 
a rigid boundary area where presumably TVA, while it doesn’t want 
to extend its area wouldn’t have the right to do so if customers wanted 
it, but you also conclude that by keeping the private utilities from 
coming into the TVA area that that wouldn’t be a good thing for them 
either ? 

Mr. Frniry. No. They might get an accelerated amortization cer- 


tificate and build plants so cheap they could even sell to us. We will 
take that risk. 


Senator Krrauver. Thank you. 
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Senator Carrouu. The electric power goal is closed. 

Senator Krerauver. But it can be reopened. 

Senator Kerr. Thank you, Mr. Finley. 

Mr. Porter Wallace, Tennessee Valley Public Power Association. 


STATEMENT OF PORTER WALLACE, OF LEITCHFIELD, KY., MEM- 
BER-CONSUMER OF THE WARREN RURAL ELECTRIC COOPERA- 
TIVE CORP. 


Mr. Wauxace. Mr. Chairman and members of this committee, I am 
speaking for the Tennessee Public Power Association and rural 
electric cooperatives of this area, really all the rural electric coopera- 
tives in the country. 

My name is Porter Wallace, and I am a member-consumer of the 
Warren Rural Electric Cooperatives Corp., which is supplied with 
wholesale power by the Tennessee Valley Authority. Although I 
have never served in any official capacity of that organization, I long 
ago realized what its providing low-cost electric power would mean to 
rural people. 

I lived in an area of Grayson County, several miles from any power 
lines. Before the REA program it appeared that the only hope for 
people like me to have electric service was to sell our farms and move 
to town. I like to boast that I had a small part in bringing about a big 
change in rural living to my neighborhood. I worked for several 
weeks signing up applicants for electric service in my county, to 
justify the cooperative to build lines in it. And I might add, I did 
it on my own and didn’t get a penny’s pay. Sure, I ‘did it because 
I wanted electric service, but I am also sure that I have never done 
anything which has brought such great benefit to so many people as 
did those several weeks’ work. 

Our rates were rather high at that time because we were having 
to pay high wholesale rates for our power. But even with these high 
rates, electricity brought about a big change in rural living. But the 
real change came when in 1942 our cooperative obtained TVA power 
and reduced its rates so electricity could be used soonmnlealiy in 
abundance. I have been on the spot. I know what low-cost power 
has done for our country. The income in my county is relatively low— 
I might add in the State, also—and had it not been for cheap rates, 
many of my neighbors could not now be enjoying many of es con- 
veniences of electric power. 

I, like the rest of the people of my area, have a direct interest in 
anything that happens to TVA. I would like to make just a couple 
of points to you gentlemen. I understand that there has been all sorts 
of talk about further limiting TVA—TI understood since I got here 
today that there are two other bills that I really didn’t know about 
until today—and further limiting the authority which the TVA Board 
of Directors will have. I don’t know where all these ideas came from, 
but our people have enough confidence in TVA that we don’t quite see 
the sense in all this talk about additional limitations, 

As we know, the TVA Board has a record that is outstanding. They 
have done a fine job of carrying out what Congress has dir ected sheen 
todo. They have a record of efficiency that is remarkable, They are 
highly respected in my part of the country and, so far as I know, they 
are respected all over the United States. So, ‘surely all this talk of 
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limitations is not because of something TVA has done in the past. 
And I don’t believe anybody is seriously concerned about what TVA 
will do wrong in the future. 

For one thing, they certainly are not going to issue bonds just to be 
issuing bonds. They'll issue bonds when they need money to build 
plants to bring us more power. So this idea of putting a ceiling on the 
amount of bonds assumes that TVA will not operate on sound business 
principles. We do not see the need for putting a ceiling on the organi- 

zation that is expanding as TVA must expand to meet our power 
needs, 

Senator Gorr. Do you mean expanding in the amount of electr icity ? 

Mr. Wautacr. Our population is increasing. If any organization is 
limited in the amount of kilowatts it can produce, then as populations 
expand and people build new homes—I remember back a few years ago 
when I was in the electrical appliance business, along with my farming 
operation, we had lots of motors to burn out of refriger ators because 
of lack of power. That is what I am referring to, if that answers the 
question, Senator. 

Senator Gore. Yes. 

Mr. Watxacr. Then, there’s this idea of limiting the TVA service 
area, Surely an organization that has not done any outward expand- 
ing for 12 years isn’t suddenly going to change its policy, especially 
when it has had such a hard time t taking care of wh: at it already has. 

[ live in Kentucky on the fringe of the TVA service area. I know 
that our fellow eur ratives in the rest of Kentue ky outside the TVA 
area—Kentucky, or Tennessee or the rest of the United States—would 
surely suffer if you put a fence around TVA. These co-ops benefit 
from TV A’s influence, because it helps them to bargain with the power 
company on the price of wholesale power. 

We have another power company that serves the vicinity in which 
I live. I noticed in yesterday’s paper they announced that the rates 
would have to go up. 

Senator Kerr. Would you get the committee a copy of that an- 
nouncement ¢ 

Mr. Watace. Yes, sir. It was in yesterday’s Courier-Journal. 

Senator Kerr. We would be glad to have it. 

Mr. Watuace. I will be glad to send it to you, Senator Kerr. 

Senator Kerr. Thank you. 

(The item referred to is as follows:) 


{From the Louisville (Ky.) Courier-Journal, June 4, 1957] 


K. U. Requests RATE INCREASES FOR ELECTRICITY—FIrst RAISE IN 37 YEARS 
Is SoucHT 


(By the Associated Press) 


LEXINGTON, Ky., June 4.—Asking its first increase in 37 years, Kentucky Utili- 
ties Co. today requested the Public Service Commission to approve an increase in 
its electric-power rates of about $2,505,000 a year. 

K. U. said this would cost residential customers an average of about 60 cents 
and commercial customers about 90 cents a month. 

President R. M. Watt said increased costs of fuel, equipment, and labor since 
World War II more than offset savings from operating efficiencies and economies 
from greater use of electricity. The company serves 77 Kentucky counties and 
2 counties in Tennessee. 








120 AMENDING THE TVA ACT 


“GAN’T STRETCH OUR DOLLARS” 


Watt said the company had held the line against rising prices “but we can’t 
stretch our dollars any farther.” 

He said the firm had spent $125,750,000 since 1947 for production plants, trans- 
mission, distribution, and other facilities and expected to spend another $72,- 
000,000 by 1960. 

The proposed increase would restore rates to the 1942 level. The company 
that year gave a month’s free service, one of the nine reductions it has made 
since 1935. The cuts total about 40 percent. 

K. U.’s last increases were negotiated in 1920 with city council then the rate- 
regulating authorities. 

Mr. Watiace. We don’t see the sense in setting up a fence, and 
especially a fence that keeps TVA in, but doesn’t keep the power 
companies out. 

Senator Kerr. Didn’t you ever hear of a one-way fence? 

Mr. Watxace. It is possible, I guess, wouldn’t you think? 

Senator Gorr. I am just not sure. 

Senator Kerr. Off the recerd. 

(Discussion off the record.) 

Mr. WatLace. A fence that keeps the sheep in, but doesn’t keep the 
wolf out is not the kind of fence to build. 

Senator Gore. I want to be sure you are not comparing TVA with 
the wolf. [Laughter. | 

Mr. Wau.ace. No, sir; not that. 

It looks to us like the fence wouldn’t serve any useful purpose. 
After all, Congress controls TV A, and Congress can always stop any 
move by TVA to expand its area. As I understand it, the Kerr bill 
would give Congress a veto over any new powerplant TVA wanted 
to build, whether it is inside or outside the present service area, and 
whether it is built with bond money or with TVA’s own money that 

ve pay TVA for electricity. 

Some people say they wi ant to build this fence so people in other 
parts of the country will know for sure that TVA isn’t going to 
spread out any more. Well, I don’t think people in other parts of 
the country are losing sleep worrying about TVA spreading out 
everywhere. They may have read some slick propaganda about: it, 
and maybe they believed that. I don’t even believe that the power 
companies are sincerely an about TVA spreading out—but I 
think the power companies are trying to make out that TVA is a 
dangerous animal that needs to be fenced in for easy prey by “Dixon- 
Yates” groups. 

Gentlemen, we in the valley decided some years ago that the private 
power companies are the animals we have most to fear from, and we 
know that you can’t fence them out in this legislation. 

So we say, the record of the past is clear. TVA has no intention, 
und no reason, to spread out. So, don’t fence us in, gentlemen, be- 
cause all you will do is throw us to the wolves, especi: ully us folks who 
are right close to the power company territory now, which includes 
me. 

Now, I am not going to talk about a lot of other things in these 
bills because I don’t know enough about them. 

I just want to say again that we believe the Kerr bill makes sense. 
It gives Congress the control you should have over TVA, and that’s 
good. It gives the Government a fair return on its investment in 
this power system that it owns, and that’s good. And then when 





Rat eaeeeneemniaes _— 





n’t 


ns- 


ny 
ide 


ite- 


nd 
yer 


the 


ith 


se, 
uly 
bill 
ted 
und 
hat 


her 
, to 
; of 
out 

it, 
wer 
it I 
is a 
con- 


vate 
| we 


ion, 

be- 
who 
ides 


hese 
nse. 
nat’s 


t im 
vhen 


AMENDING THE TVA ACT 121 


you've done those two things, the bill tells the TVA Board and us 
poeple in the valley to do the job, just like we’ve been doing for all 
these years so well. The more limitations you put on TVA, the more 
trouble TVA w ill have in doing the kind of job it has done in the past. 

Gentlemen, give us a bill that gives TVA the flexibility to operate 
effectively. 

That concludes my statement. You might shoot some questions to 
me, but I would be so ignorant about the power companies, any more 
than just hearsay or guesswork. I have no statistics. Iam a farmer. 
Probably I couldn’t give you the answers you would desire. 

Senator Kerr. We want to say, Mr. Wallace, that you have given 
us an excellent statement. You have demonstrated that you know 
what you are talking about, and you have a positive conviction on it. 
I would say that 1 would bet on you being able to take care of your- 
self in any interchange of questions and answers that anybody wanted 
to put to you. 

We thank you for being here. 

Mr. Wattace. Thank you, sir. 

Senator Kerr. Mr. Tom Hitch, American Farm Bureau Federa- 
tion, Columbia, Tenn. 

Senator Scorr. Mr. Chairman ? 

Senator Kerr. Senator Scott. 

Senator Scorr. I was very much interested in his comments and 
some of the other boys. Iaman R. F. D. boy myself, and always have 
been. 

Senator Gore. Mr. Wallace, he is talking about you. 

Senator Kerr. Senator Scott of North Carolina is addressing him- 
self to you, and maybe he might get around to asking you one ques- 
tion. Let us wait and see. 

Senator Scorr. I don’t want to ask him any questions. I just want 
to substantiate what he has said, largely from my own experience. 
For a long time I couldn’t have REA, couldn’t have any power of 
any kind. I am mindful of one time when I got them at the point 
where they promised me power, when I had a good wood range— 
that was back in the time when you had to split stove wood, and I 
used to do that—a brand new one, a Home Comfort range, I believe 
it was. 

The power company came to me and made a proposition to me that 
if I would buy two electric ranges and do some other thing that they 
would put a line in for me. I laughed them out of that, the idea of 
making me fire up 2 of those things at 1 time to cook 1 piece of 
bread, and how ridiculous it was, and they saw that. So they finally 
let me off with just one electric range. This is the absolute truth. 
We struggled with that thing for so long a time. 

I get t all my power from a private power company, and they give 
good service. I want to say that for them, because we have kicked 
on the rates; we have never kicked on the service. They give us good 
service. I will say that for them. 

But I for one, am one of those people who wants to continually use 
the Tennessee Valley Authority for its fullest use as a yordstick, not 
only in North ¢ ‘arolina, but all over this Nation, to see and give the 
private power companies a challenge to do the job that they know how 
to do and ought to do, and can do well, But if, as br ought out here, if 


you Jet them run wild, my observation is that they “would curtail 
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service because they wouldn’t have that competition, it would do 
good all over the world as far as that is concerned. I don’t want to 
“get het up” over this thing. 

Senator Kerr. I will tell you right now, with just one range, if you 
get too much heat here, you know you might blow a fuse. 

Senator Scorr. I will say this: We have overlooked our lines to 
where we have blown several fuses, just because of being overloaded, 
too. I won’t get into that. 

I want to back up what Mr. Wallace had to say about the United 
States Chamber of Commerce. I have said this before, and I never had 
occasion to withdraw that statement. I go to all these chamber of 
commerce dinners. I go to a chamber of commerce dinner in Burling- 
ton, N. C. But the United States Chamber of Commerce has been, 
so far as North Carolina is concerned—and I have said that before and 
I will stick to it now—the United States Chamber of Commerce has 
done more to throttle the progress of North Carolina than any other 
agency I know. That statement still stands. 

That is all that I have to say. 

Senator Kerr. I would say, Senator, that while you haven’t taken 
much time you have said a good deal. I am glad to have had you say 
it myself. 

Did you have something else, Mr. Wallace? 

Mr. Watuace. I have one more statement that I want to elaborate 
on, and that was in my statement. prepared statement, I remarked 
that I was proud that I had a small part in obtaining REA power 
in my county. I want to say this, that I lived between 2 towns that 
were served by the same company, about 25 miles apart. I talked with 
the company managers on several occasions. I tried to induce them to 
run a line and connect those two towns. Of course they wouldn’t 
talk about it. There weren’t enough people there. But there were 
lots of people there, as far as I was concerned. 

But, anyway, they didn’t do it. I took it on my part, voluntarily, 
and I worked several weeks in obtaining right-of-way and getting 
applicants for REA and receiving their membership, $5—I believe it 
was $5 membership dues—and so forth. That was long before there 
was one single pole in my county of Grayson, in Kentucky. 

That is all that I have to say 

Senator Kerr. Thank you very much. 

Mr. Hitch ? 


I might say that when Mr. Hitch concludes we will recess until 2: 30. 





STATEMENT OF TOM HITCH, PRESIDENT, TENNESSEE FARM 
BUREAU FEDERATION 


Mr. Hiren. Mr. Chairman and members of the committee, I believe 
you introduced me as representing the American Farm Bureau here. 
I would like to correct that and say that the American Farm Bureau 
has already submitted a statement to this committee. 

While we consider ourselves a part of the American Farm Bureau, 
and T had a lot to do with getting the position arrived at in the Ameri- 

can Farm Bureau, that my statement will not be in conflict with the 
statement of the American Farm Bureau. 

With your permisssion, I have a statement. Due to the rush of 
time I will only comment on it and not read the statement per se. 
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Senator Kerr. You may do as you like. You may introduce the 
statement in the record and make your comments or read it as you 
wish. 

Mr. Hiren. I will comment a little bit on it with regard to two or 
three points that are made in it. 

(The statement of Mr. Hitch follows :) 


I would like to express my appreciation of the opportunity afforded me to 
appear before this subcommittee to express the views of the Tennessee Farm 
Bureau Federation concerning the financing of the rapidly growing power 
requirements of the Tennessee Valley area. 

The Tennesse Farm Bureau Federation is in agreement with the views ex- 
pressed to this committee by the American Farm Bureau Federation on this issue. 
You will recall that the American Farm Bureau Federation presented the 
following statement of policy, adopted by the officially elected voting delegates 
of the member State farm bureaus at the last annual meeting of the American 
Farm Bureau Federation : 

“We support full and adequate power service and supply within the TVA area. 
Additional facilities to meet the power requirements of the area should be 
financed by appropriation or the sale of revenue bonds approved by Congress 
for the construction of new facilities. We favor continued TVA distribution 
of power in the area now served. We believe the present service area should 
not be expanded.” 

The committee is, of course, informed with respect to the sharp upward trend 
in power needs of the Tennessee Valley area. Although such needs have con- 
tinued to expand steadily, as in all other areas, no new construction authoriza- 
tions have been approved for several years. 

The time is rapidly approaching, therefore, when power supply will become 
a crucial factor, seriously impairing the opportunity of the people and the indus- 
try and the future growth of the Tennessee Valley area; unless action is taken 
in some form to insure that the power requirements of the area will be met. 

So far as I know, no serious power shortages have yet occurred in the Tennessee 
Valley area. Nevertheless, I think it is clear that the uncertainty concerning 
the future power supply situation has already had some adverse impact with 
respect to the expansion of the industry in the area and the location in the area 
of new industry so badly needed to provide employment for our growing popula- 
tion. I know that I have heard individuals interested in the growth or develop- 
ment of industry express concern in this respect. It is obviously a consideration 
that any company contemplating a prospective expansion or development must 
take into account. 

I have no means of knowing the size of the additional investment that is 
needed. Unlike the normal power utilization curve that may be projected in 
most areas, the situation in the Tennessee Valley area is confused by the lack 
of public knowledge of the short and long run requirements of the Atomic 
Energy Commission. 

This committee, which will no doubt have available to it confidential infor- 
mation on this question not generally available to the public, will be able to 
project the investment requirements more accurately than others can possibly 
do so. The power projections of the Tennessee Valley Authority have been 
remarkably accurate over a long period of years. 

It seems to us in the Tennessee Valley area that there is an element of 
Federal responsibility in the current situation. The Tennessee Valley Author- 
ity has been given a responsibility by Federal law to produce and wholesale 
power, and otherwise provide for the power needs of the area. Some means 
must therefore be found to implement the utility responsibility which has been 
placed upon the Tennessee Valley Authority to supply the power needs of the 
area. 

The resolution of the American Farm Bureau Federation, which we endorse, 
does not express any preference between direct Federal appropriation on the 
one hand, or financing by revenue bonds on the other. But a choice needs to 
be made and followed through with reasonable expendition if decline in the 
economic development of the Tennessee Valley area is to be avoided. 

We think something other than short run action is needed. Users and pros- 
pective users of power need some kind of reasonable assurance that the power 
needs of the area will be met, both on a short run and long range basis. If no 
such assurance is forthcoming, prospective investors in industry and commerce 
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in the area must necessarily recognize the uncertainty that exists in this 
connection, with adverse consequences to the potential economic development 
of the area. 

We do not object to the retention of a substantial review authority by Con- 
gress in this connection. It is within the authority of the Congress to establish 
appropriate restrictions on the total amount of investment, by one means or 
another, which may be authorized for the power development of the area. 
In view of the uncertainty with respect to the future needs of the Atomic 
Energy Commission, and the possibility of substantial change in such needs in 
the future, this retention of periodic review by the Congress would appear 
necessary and desirable. 

I appreciate the opoprtunity of expressing the views of the Tennessee Farm 
Bureau Federation on this question. I sincerely and respectfully hope that the 
committee will be able to take action on this issue in the very near future 
and thus to provide renewed assurance that the economic growth and develop- 
ment of the Tennessee Valley area will be carried forward to the benefit of the 
people of the area. 

Being from Tennessee, and being in the center of the TVA area, and all of 
the State being in the Tennessee Valley area that is now served, the question 
of expansion of area is one that has been somewhat difficult for me to under- 
stand, in that the operating policy of TVA over a 12-year period has been one 
of not expansion, no desire to expand, but the difficulty of having enough power 
to serve the area that they are now serving in. If there has been any expan- 
sion, it has been at the direction of the body that wiil try to fence them in, and 
that is the Federal Government. I believe the last atomic development maybe 
was a little expansion of the area, but it was Congress that directed that, and 
certainly not on the part of TVA. 

We are concerned in Tennessee about this thing in that we have gone along 
here for several years with no expansion of power to speak of being provided 
for. -We are concerned from the standpoint that we recognize from agriculture 
that we are presently producing a lot more people on the farms that are now 
farming than their jobs on these farms because of the progress, we will say, 
that has been made in agriculture, and they have to seek employment some- 
where else. 

The employment that we must seek, and the economy of our country is tied 
to bringing in industry that will use these boys in Tennessee and will not edu- 
sate them there and send them somewhere else to find employment and lose the 
investment that we have made in them by educating them there. 

I know of a few cases where, because of the possibility for power to supply 
industry that wants to come in, that they have been reluctant to settle there, 
and in some cases they have gone somewhere else because of not having avail- 
able some plan whereby we can be assured of having the additional power that 
we will need. 

The position that we take is not that there is just one way of financing TVA. 
We do take a firm position, both in the Tennessee Farm Bureau and the Amer- 
ican Farm Bureau, that the Congress has established an area known as the 
TVA, and they have set up TVA as the producer to manufacture power and to 
wholesale it to the distributors there, and that the Congress has an obligation 
of seeing that some kind of a plan on more than just a year-by-year basis, but 
a longtime plan of financing, is done so that we can take this area out of the 
doubtful expansion area and put it into one where we will be able to go ahead 
with some confidence on expansion of industry and of the more uses that we 
can put electricity to, which we are using in a very wide area now. 

I might have this to say with regard to the amount of financing that will be 
needed. I don’t know that I am in a position to say just how much financing 
will be needed. I would like to say this: That you men on this committee will 
possibly know more about the Government operations that are carried on there, 
and the expansion or the slackening off of use by Federal agencies such as the 
Atomic Energy Commission, the wind tunnel at Tullahoma, which are the heavy 
users of electricity. 

But I do want to make this point, and that is the record that TVA has had 
of forecasting the growth and the use of power has been so good and so accurate 
that I don’t think it can be challenged. I would accept the recommendations 
that TVA has made itself for the need of power as being the best yardstick, 
hased on the long years of experience that is obtainable. 


Senator Gore. Mr. Chairman, may I ask a question ? 
Senator Kerr. Senator Gore. 
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Senator Gore. I take it from your statement, Mr. Hitch, that you 
favor unequivocably the enactment of the Kerr bill? 

Mr. Hrren. The Kerr bill, it would seem to me, would come nearest 
to meeting all of the things that we have said in this. We have said 
it ought to be a long-range program, that the Congress needs some 
restraints on it, and you have placed that in there. We don’t think 
that there ought to be a dozen different places of authority that we 
go to. TVA is owned by the Federal Government and the Congress 
is the best place we can think for folks to go. They provide for a 
longer-range financing through revenue bonds, that people will pay 
for. I can’t quite understand. A good many years ago I was one 
that was a little bit ahead of some people in advocating revenue bonds. 
There are some others that are objecting to it today that were 
recommending it then. It isa way that we can pay our own way. 

[ think the Kerr bill meets everything that we have said in our 
organization, and I want to stay within that because I am repre- 
senting that organization. While our resolutions do not specify a 
particular bill, we do specify principles which are covered in the 
Kerr bill. 

Senator Gore. Mr. Hitch, have you heard from any member of 
the many thousands of farmers who are members of your organiza- 
tion, any expression that they were unwilling, or would be unwilling 
to pay power rates sufficient to repay and retire revenue bonds issued 
for the purpose of expanding electricity for their use? 

Mr. Hrren. I have not. On the other hand, I have had quite a 
few of them. that made the statement that they were getting tired 
of somebody pointing their finger at them as not paying their bill, 
and that they would prefer it that way. 

Senator Gore. When the Government’s investment in TVA is 
repaid, or when an adequate return is earned on that investment, 
however one wishes to view the TVA payments to the Treasury, are 
we not in fact paying all of the cost of the TVA plus a return to the 
Treasury ¢ 

Mr. Hrren. I think that is a very true statement. And let me add, 
in addition to that, the United States Government will still own TVA 
then. 

Senator Gore. In other words, after the investment is repaid, the 
Government will still own a profit-earning utility, the largest inte- 
grated utility in the world ¢ 

Mr. Hiren. Yes, sir. And, if you will permit me, I would like to 
make a brief statement about some of the other activities of TVA. 

The responsibility that they have assumed in developing the area, 
from flood control, from navigation, their fertilizer operations, they 
have been the most outstanding examples of work that I know any- 
thing about from flood control. Most of the new processes that are 

teats a 
used in the manufacture of fertilizer today were developed by TVA, 
and made available to anybody that wanted to use them, free. 

Senator Gore. And they have been used nationwide, haven’t they ? 

Mr. Hrrcu. They certainly have. 

Senator Gorr. What about malaria control ? 

Mr. Hiren. The example there again has been outstanding in new 
developments and new uses of where a lot of other —— from other 
areas, come in and take over, and it is readily available. Anybody 
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who wants to use any of the processes, and of the-new things that are 
learned at TV A, can be used and is used nationwide. 

Senator Gore. Thank you. 

Senator Kerr. Thank you very much, Mr. Hitch, for your state- 
ment. I will now put in the record a statement by Stanton E. Smith, 

resident of the Tennessee State Labor Council and secretary-presi- 

‘lent of the Citizens for TVA. 

(The statement referred to follows :) 


STATEMENT OF STANTON SMITH, SECRETARY-TREASURER, CITIZENS FOR TVA 


My name is Stanton Smith. I am secretary-treasurer of Citizens for TVA, 
an organization composed of thousands of individuals in the TVA region who 
believe in the principles of TVA and who wish to see its essential character 
preserved and strengthened. In addition to the support of individuals, Citizens 
for TVA has the support of many organizations in the valley. 

I am also president of the Tennessee State Labor Council, which is the State 
branch of the AFL-CIO. The Tennessee State Labor Council supports TVA 
and wishes to see it preserved and strengthened because we know at first hand 
the tremendous benefits which it has brought to the people of the region. 

It is our view that the Tennessee Valley Authority represents the most com- 
prehensive and well-conceived plan for the integrated development of all the 
resources of a river basin for the benefit of all the people that has yet been 
devised. By bringing the sometimes wild and destructive Tennessee River under 
control the TVA has alleviated fiood damage, provided for navigation, and pro- 
duced great quantities of electric energy, all to the benefit of the entire Nation. 
A necessary corollary to these major functions has been the control of soil erosion 
to prevent silting of the storage reservoirs through reforestation and through 
improvement of farming practices including the development of new methods of 
producing cheap fertilizers. Incidental to all of this has been the creation of 
vast recreational opportunities which are enjoyed by citizens from all parts of 
the country. 

Electric power: Although the electric power phase of TVA’s program re- 
ceives the most attention in terms of publicity, it should always be remembered 
that the TVA concept embraces much more than electric power. The principal 
significance of TVA lies in the fact that it is an integrated, planned develop- 
ment of the resources of a river basin. 

Most of TVA’s programs are nonrevenue producing. This is not to say there 
are no monetary benefits which are derived from these programs, but the ben- 
efits rather are measured in terms of the upbuilding of the economy of an 
underdeveloped region. 

It is when one gets to the electric power program that the shooting starts. 
And why does the shooting start? It is because the sale of electric energy is a 
highly profitable business, and TVA has shown just how profitable it is. TVA 
has demonstrated to the Nation and to the world how electric power can be pro- 
duced at low cost. This has resulted in an effective check on rates charged by 
privately owned power companies everywhere and has served as a yardstick 
tending to keep private company rates at a more reasonable level. 

The private power opponents of TVA claim that TVA’s low rates are made 
possible by a Federal subsidy and that the people in other sections, through their 
taxes, are paying part of the electric bills of the people in the Tennessee Valley. 
We are satisfied that it can be demonstrated to anyone willing to consider the 
facts dispassionately that this is not true, that TVA power in fact is not only 
paying its way, taxes and all, but is a valuable investment for the people of the 
United States which will continue to pay handsome profits into the United 
States Treasury many years after it has paid back all the Federal investment 
in power facilities. 

This, of course, is an argument which can go on endlessly. There is one 
conclusive way to find out who is right, namely: Give TVA the necessary 
authority to provide its own financing of needed capital improvements and addi- 
tions in lieu of appropriations from Congress. And further, if this is to be a 
true test of TVA’s ability to provide low-cost electric power on a self-financed 
basis, TVA must continue to have flexibility comparable to that possessed by 
private power companies in the administration of its affairs and operations. 
Any attempt to hamstring TVA by denying it the needed flexibility can only 
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have the effect of distorting the yardstick. In our view, many of the amend- 
ments which have been suggested would unnecessarily encumber TVA’s opera- 
tions. 

On the other hand the bill introduced by Senator Kerr and other distin- 
guished Senators in our judgment provides a proper and sound method of self- 
financing, maintaining the desirable flexibiilty of operation and at the same 
time assuring the ultimate control of Congress over the broad policies of the 
Tennessee Valley Authority. We believe it is incumbent on those who have 
been charging subsidy to support a fair and reasonable self-financing plan so 
there may be a conclusive demonstration of the truth or falsity of the charges 
of subsidized electric power rates. For our part we have utmost confidence 
in the outcome of such a test. 

Senator Kerr. The committee will recess until 2:30 p. m., at which 
time we will hear Mr. Andrew Biemiller, and then the other wit- 
nesses on this list in order, unless there is an emergency that someone 
would want to bring to the : attention of the committee. 

(Thereupon, at 12:35 p. m., the subcommittee was recessed, to re- 
convene at 2:30 p.m.) 

AFTERNOON SESSION 


Senator Gore (presiding). The committee will come to order. 

Mr. Biemiller / 

Senator Kerr asked me to start the hearings. The committee will 
be pleased to hear you. 


STATEMENT OF ANDREW J. BIEMILLER, DIRECTOR, DEPARTMENT 
OF LEGISLATION, AFL-CIO 


Mr. Biemitter. Mr. Chairman, my name is Andrew J. Biemiller. 1] 
am director of the department of legislation of the Americen Federa- 
tion of Labor and Congress of Industrial Organizations. I shall pre- 
sent the views of the AFL-CIO on S. 1869, introduced by the chair- 
man of this subcommittee; 5. 1855, introduced by Senator Cooper, 
and S. 2145, introduced by Senator Martin. 

We are in accord with the basic purpose of these bills, which is to 
give the Tennessee Valley Authority the power to issue revenue bonds 
on its own credit in order to finance needed expansion of its facilities 
within its authorized service area. We are especially pleased that 
Senator Kerr, who has long fought for the public interest in the 
field of power generation, as he has in other fields, is again in the 
forefront of the campaign to revitalize TVA and is serving as chair- 
man of this subcommittee. 

The AFL-CLO is proud of the Tennessee Valley Authority and the 
contribution it has made to improve the stand: id of living and en- 
courage the growth of industry in the valley. In the 24 years since 
the ‘Tennesse Valley Authority was esti vblished by act of Congress, 
the economic growth of people and industry in the TVA service area 
has been spectacular. 

Some figures recently released by the TV A substantiate this claim. 
In 1929, says the TVA, the personnel income per capita in the region 
averaged $317 per annum. In 1955, the per capita income had in- 
creased to $1,165 per annum, an increase of 268 percent, while the per 
capita income in the rest of the country increased only 163 percent 
over the same period. 

This factor has a significant effect on the economy of the Nation asa 
whole. It means that purchasing power in the valley has increased 
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to the point where industries throughout the Nation reap important 
benefits from the sale of their goods to the valley population. TVA 
estimates that last year a quarter of a billion dollars worth of house- 
hold electrical appliances were purchased by individuals in the TVA 
service area, which is the highest per capita consumption of such 
appliances of any region in the Nation. This means that workers 
and manufacturers in ‘the rest of the Nation benefited directly through 
the creation of more jobs and the increase in sales which otherwise 
would not have come about. 

The Nation also benefits from the demands of the Tennessee Valley 
Authority itself for construction materials, coal and other items which 
must be brought in from other States. During the period 1934 to 
1956, the Authority bought more than $1 billion worth of goods and 
services in the 41 States and the District of Columbia which are out- 
side the 7-State area serviced by TVA. 

The Nation has benefited in other ways. TVA has taught the 
private power companies that greater profits can be had through a 
policy of cutting power rates and promoting consumption. The 
private power companies which operate In areas next to the Authority 
have adopted this plan and put it into action. The figures indicate 
that despite the fact that their rates are generally lower than the 
rates of private power companies elsewhere in the Nation, their profit 
statements are documents to be envied. 

Another example is the encouragement by TVA of the all-electric 
home. Authoritative experts estimate that of 250,000 homes through- 
out the country which are heated by electricity, 175,000 are in the 
Tennessee Valley. TVA has shown the way, and now private power 
companies in other parts of the country are looking toward encourage- 
ment of the all-electric home and the adjustment. ‘of rates to make it 
a reality. 

Finally, Mr. Chairman, we have seen that the prosperity which 
TVA helped to bring about in the Tennessee Valley has resulted in 
a substantial increase in revenues to the Federal Government from 

valley citizens. During the years following 1933, the proportion of 
total individual income tax payments by valley residents to total col- 
lections throughout the Nation has doubled. 

It is inter esting to note that TVA, through the process of bringing 
greater economic prosperity to the valley, has paid for itself many 
times over by helping to increase income tax revenues from valley 
residents. In 1933, 3.4 percent of total Federal individual income 
tax collections came from these people. In 1952, the figure was 6.24 
percent. Had the 1933 percentage remained constant, the Federal 
Government would have collected about $7 billion in taxes from these 
people. Actually, the collections amounted to $12.6 billion during 
this period. Consequently, TVA contributed, at least in part, to a $5 
billion increase in Federal tax revenues over this period. 

Senator Gorr. May I call attention to the fact that your estimate 
of the difference in tax collections as were actually made on the one 
hand, and what would have been made had the percent: ige of national 
income enjoyed by the people of that area not improv ed on the other, 
is some $5.5 billion. I call to your attention that that is about five and 
a half times the total Government investment in the TVA. 

Mr. Bremitier. Precisely; one of the points we feel strongly about 
in terms of the carping claims made about this institution. 
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Senator Gore. Since IT have interrupted your statement, I want to 
say that it has remained for someone outside of the valley to make one 
of the finest statements that I had heard or read about the TVA. 

Mr. Bremitier. Thank you very much, Senator. 

The record of service of TVA is unassailable. It has proved to be 
an important factor in our national economy, and its power produc- 
tion was as essential to the production of the first atomic bomb as it 
is to the continuing operations of the Atomic Energy Commission 
today. The Federal Government now uses 57 percent of TV A’s power 
output. We can ill afford to see the Tennessee Valley Authority 
weakened or destroyed in the years to come. 

It has proved to be an ornament of democracy, and is hailed through- 
out the world as one of the outstanding achievements of our American 
society. 

Senator Gore. I would like to ask you if you have some estimate of 
the savings to the Federal Government which results from the use by 
the Government of 57 percent of TV A’s power ? 

Mr. Bremiuuer. I don’t have that handy, but I know I can get hold 
of it very easily. 

Senator Gore. Would you be able to make an estimate and supply 
that for the record ? 

Mr. Bremituer. I would be very happy to. 

Senator Gore. It is entirely possible that the existence of TVA has 
brought about a saving to the Government from power it purchases 
from private concerns, not only in areas near the TVA but otherwise. 

Mr. Breminier. In our opinion there is no question of that. 

(The information referred to is as follows:) 


AMERICAN FEDERATION OF LABOR AND 
CONGRESS OF INDUSTRIAL ORGANIZATIONS, 
DEPARTMENT OF LEGISLATION, 


Washington, D. C., June 18, 1957. 
Hon. ALBERT GORE, 


Senate Office Building, 
Washington, D. C. 

DEAR ALBERT : During my appearance before the Flood Control Subcommittee on 
June 6, you asked whether figures were available to show the dollar savings to 
the Federal Government which result from power purchases from TVA. 

It appears that such figures would be rather difficult to compute. However, 
a useful estimate has been made based on the purchases of power made by the 
Atomic Energy Commission. This estimate is that for each one mill difference 
in the rates charged, the AWC saves between $50 million and $60 million a year. 

As you know, the high-consumption, low-rate operations of TVA have driven 
down the prices charged by private utilities adjoining the TVA service area. 
If it were possible to project what these rates might have been were it not for 
TVA, we would then have a good estimate of the savings currently being made 
to the Federal Government. 


On the basis of $50 million to $60 million per year per mill, it is apparent 
that they are tremendous. 


I hope these comments will be of some use to you in your deliberations on the 
TVA self-financing bills. 


Sincerely yours, 
ANDREW J. BIreMILLER, Director. 

Mr. Bremitter. What of the future of TVA? Will it continue to 
be a source of national pride, or will it begin to decline in importance 
as an instrument of a free society ? 

The answer to these questions will depend in large measure on 
whether or not TVA can expand rapidly enough to meet the needs of 
those whom it serves. Our economy is an expanding one. Our popu- 
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lation is increasing rapidly, the demand for goods and services is 
constantly rising. “In its own area, TVA must meet these demands. 
It must meet the demands of new industries and expanding industries, 
and of homeowners whose electric power consumption can be expected 
to increase as their standards of living rise. 

If the TVA cannot meet these expanding needs, the result can be 
only the stifling of industry or the destruction of TVA itself. Either 
of these alternatives is unthinkable. 

The time has arrived when important decisions must be made about 
the future of TVA. The budget message of the President this year 
contains the following statement: 

Based on the best information now available, it appears that additional gen- 
erating capacity will be needed to meet TVA power requirements by the end 
of the calendar year 1960. 

We are advised by authorities in this field that it takes a period of 
3 years to construct ‘and put into oper ation a new steam plant for the 
generation of electricity. This is 1957. Three years from now it 
will be 1960. It is apparent that if TVA is to meet its future power 
obligations it must start now to construct the necessary facilities. 

Senator Gore. Would you say that TVA is in any strange and 
unusual position in this regard as a utility? Indeed, are not all 
utility systems having to make plans for expansion ? 

Mr. Bremer. Quite so. We anticipate all systems will have to 
expand. The problem is how can TVA finance its expansion. 

Senator Gore. Of course, as a representative of millions of people 
who work by the hour, and by the day, and by the week, and the 
month, who earn their daily bread by the sweat of their brow, or the 
pushing of a pencil, in some way working, aren’t you proud to ac- 
knowledge that. all utilities are facing the need for expansion? 

Mr. Bremiier. We are very happy about that fact. In the resolu- 
tion on power adopted by the merger convention of the AFL-CIO, 
which I will furnish to the committee, we hailed the growth of both 
private and public power systems as fine evidence of the economic 
growth of America, the need for a constantly expanding economy, 
and that by so doing, by this new energy, we do two things: We con- 
stantly increase the st: nd: ud of living and lessen the burden of toil 
at the same time by increasing use of energy, atomic energy, and the 
like. 

Senator Gore. So not only does TVA find an experience in common 
with other utilities, but TVA has helped make it possible by providing 
the example of low cost and mass use of electricity. 

Mr. Bremer. That is correct, sir. 

Mr. Chairman, it is beyond dispute that this administration has 
not assumed the burden of adequate planning for the future of TVA. 
It has shown a noticeable lack of initiative in requesting the Congress 
to supply the funds necessary for TV A expansion. What alternative, 
then, is open to us to make ¢ ert: ain that the Tennessee Valley Authority 
will be adequately financed ? 

The AFL-CIO supports, as the best solution to the problem thus 
presented, the bill introduced by Senator Kerr, 5. 1869. 

This bill recognizes first, that TVA must be put on a self-financing 
basis if it is to continue its excellent record of service: second, that 
TVA is able to estimate its own future obligations as well or better 
than any other agency of Government; and third, that its record of 
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handling its finances gives proof of its ability adequately and soundly 
to control its own financial affairs. 

The 1956 annual report of TVA indicates that it has established 
a record of keeping within its own estimates regarding the costs of 
construction of needed facilities. The report shows that actual costs 
on major TVA construction projects over the years have been about 
2.6 percent less than estimated costs. For the 7 major steam plants 
constructed since 1949, TVA expects the actual costs to be less than 
estimated costs by nearly 614 percent. 

In these days of rising costs, this is no mean achievement. It 
shows that TVA is ace urate and conservative in handling appropriated 
moneys. 

Another and perhaps more important index of TVA’s financial 
ability is its record of repayment of plant investment. On page 220 
of the budget for fiscal 1958, it is stated that payments to the Treasury 
by June 30, 1958, will be about 23 percent greater than if equal 
installments were paid over a 40-year period. 

The figures show that under this formula TVA should repay $183. 
million by June 30, 1958. It has already repaid much more than th: t, 
but it will actually have repaid $226.5 million by that date. 

Considering TVA’s record of service and the low rates which it 
charges for electric power, this record of repayment clearly shows that 
TVA has been a sound investment for the Federal Government in the 
past, and would be a sound investment for private individuals and 
financial institutions in the future. 

Mr, Chairman, when similar legislation was considered 2 years ago 
by a committee of the Senate, the administration proposed several 
restrictions on the suggested self-financing power of TVA. While 
we recognize that TVA, as an agency of the Federal Government, 
must and should be responsible to the President and the Congress, 
we do not believe that any restrictions over and above those contained 
in the Kerr bill are either necessary or beneficial. We particularly 
reject the proposal which was put forth at that time under which TVA 
would be required to get prior approval for a bond issue from the 
Secretary of the Treasury. 

This proposal would permit the Secretar vy of the Treasury to make 
policy decisions regarding the expansion of TVA, a subject which 
is not within the purview of his Department. 

On the face of it, of course, the Secretary would be responsible only 
for passing on the financial merits of any given bond issue. But you 
cannot divorce this function from the policy y considerations involved 
in the need for funds. We believe, in any event, that TVA has dem- 
onstrated sufficient acumen in handling financial matters to permit 
them to make their own financial judgments about the sale of bonds 
or other obligations. 

Senator Gore. In that regard, Mr. Biemiller, I take it that you are 
aware of TVA’s experience in that it sold bonds and that it retired 
those bonds from revenue, and that the assets acquired by the sale 
of those bonds are perhaps worth more today than they were at the 
time they were acquired, and that they are still serviceable and a 
profit-earning property of the United States Government. 

Mr. Bremiuier. That is correct. We are aware of that. 

Finally, since TVA bonds would not be obligations of the United 
States, and since the payment of the principal or interest would not 
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be guaranteed by the United States, there is no compelling reason 
for requiring prior approval of the issuance of obligations by the 
Secretary of the Treasury. 

It is apparent, however, that the Congress must have ultimate con- 
trol over the activities of independent authorities which it creates. 
TVA cannot be set adrift without any control by the body which 
gave it life. 

We feel that this problem is best met through the provision in the 
Kerr bill which provides that Congress may disapprove a bond issue 
within a 60-day period. This would retain for TVA the administra- 
tive freedom it needs, and for Congress the veto power pertinent to 
democratic government. 

Senator Gore. Do you think that either the Congress or the Presi- 
dent can operate a utility in the Tennessee Valley ? 

Mr. Bremitier. Most certainly not; they cannot operate a utility 
in the Tennessee Valley. 

Senator Gore. The management functions, it seems to me, must be 
exercised by an agency living with the problems in the area where 
the problems arise. 

Mr. Bremtiter. That is, of course, the entire basic philosophy be- 
hind TVA, that it become an area community project. 

Senator Gore. You have omitted from your statement any reference 
at all to this Agency which has demonstrated such a great love for 
and support of the TVA—the Bureau of the Budget. 

Mr. Bremitier. We have unfortunately come to the conclusion, as 
T indicated in a brief and blunt statement, that this Administration, 
and really the Bureau of the Budget therefore, has no intention of 
recognizing the necessity for expanding the TVA, that it is not going 
to urge the appropriation of additional funds, and that the only so- 
lution to this problem is to give the TVA its own financing power, 
as we think it is perfectly able to pursue it. 

Senator Gorr. But you would not advocate that at the same time 
Congress give either to the President or the Bureau of the Budget, 
or the Secretary of the Treasury, individually, collectively, or in- 
terchangeably, another guillotine with which to destroy the TVA? 

Mr. Bremmuer. No, sir, certainly not. We believe that the 60-day 
proposal in the Kerr bill gives whatever final residue of control is 
needed. I would personally doubt that that 60-day provision would 
ever be used if this bill becomes law. I cannot foresee the manage- 
ment of TVA going off on such a tangent that the Congress would try 
to stop it. But it does give you that ultimate authority if by any 
miracle the management of TVA did go off on some wild scheme. 

Senator Gore. You know from the years that you and I served in 
Congress together, and from the public records since I have been in the 
Senate, that I have been constant in my demand that the TVA be 
fully responsible to the Congress and to the President. I agree with 
you that it should, that it must, as a wholly Government-owned cor- 
poration, be fully responsible to the Congress and to the President. 
That does not mean, however, and should not mean, and must not 
mean, that either the Congress or the President, who has not sufficient 
time for this as well as many other things, should undertake the man- 
agement functions of the TVA. 

Mr. Bremitter. I quite agree. 
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Mr. Chairman, the Tennessee Valley Authority is entering a new 
phase in its development. The power demands of individuals and 
of industry in the valley are continually increasing. The Federal 
Government itself is making new demands on the power facilities in 
the area. It is apparent that TVA can no longer rely on the Federal 
Government to propose and provide the funds necessary for its fu- 
ture development. To provide funds for expansion—and expansion 
essential to the economic well-being of the valley itself and in part 
to the Nation as a whole—TVA must be authorized to enter the pri- 
vate money market. 

We hope, Mr. Chairman, that this committee will report favorably 
the Kerr bill, and that it will be enacted expeditiously by the Congress. 

Senator Gore. Thank you very much, Mr. Biemiller. 

Mr. Bremiier. Thank you, Mr. C hairman. 

Senator Gore. The committee will next hear Mr. Floyd Jones, rep- 
resentative of the Tennessee Rural Electric Cooperative Association. 

You may proceed, Mr. Jones. 


STATEMENT OF FLOYD JONES, MEMBER, LEGISLATIVE COMMITTEE, 
TENNESSEE RURAL ELECTRIC COOPERATIVE ASSOCIATION 


Mr. Jones. Mr. Chairman, I would first like to state that I am 
not only speaking for myself but I am speaking for a number of Ten- 

nesseans in the room. I am glad to see Mr. R. W. Benson came in, 
and sitting at your left. He is director of the Cumberland Electric 
Membership. Corporation. 

[ am also speaking for Mr. H. G. Gangwer, president of the Ten- 

nessee Rural Electric Cooperative Association ; Mr. J.C. Hundley, the 
executive manager of the Tennessee Rural Electric Cooperative As- 
sociation; Mr. Raymond H. Forkner, the manager of Upper Cumber- 
land Electric Membership Corporation, Carthage; another of your 
neighbors, Mr. J. W. Jellicorse, president of U pper Cumberland 
Electric Membership Corporation; Floyd S. Nelson, the manager of 
Lincoln County Electric Cooperative Association. He has with him 
two of his directors, Mr. A. M. Jennings, and Walter Arnold. 

We have also from Tennessee, for whom I am speaking, Paul Tid- 
well and his son Clark, of Meriwether Lewis Electric Cooperative at 
Centerville, and Mr. E. H. Wright, manager of Southwest Tennessee 
Electric Membership Corporation. 

My name is Floyd Jones. I am a member of the legislative com- 
mittee of the Tennessee Rural Electric Cooperative Association which 
is the statewide service organization of the 22 Tennessee Rural Elec- 
tric Cooperatives serving over a million rural Tennesseans. I am a 
member of the National Rural Electric Cooperative Association, leg- 
islative committee, and have been since 1947, representing the States 
of Kentucky, Tennessee, Mississippi, and Alabama. 

I am also manger of the Gibson County Electric Membership Cor- 
poration which distributes electric service to 21,000 members in 4 
counties with headquarters located in Trenton, Tenn. I have held 
that position for 21 years, 

For those I represent, as well as myself, I want to thank you for 
your courtesies in extending me the privilege of appearing before you. 

My appearance here is for the purpose of supporting provisions by 
which the Tennessee Valley Authority may continue to adequately 
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carry out the job assigned it by Congress through passage of the TVA 
Act. More specific: ally, at this time, I come in support of the TVA 
self-financing plan as presented in the Kerr bill, S. 1869. 

I am sure from living and working in the Tennessee Valley region 
many years that the sentime a expressed here are shared by the vast 
majority of people in that ar 

The reason that I am sure of this i is that we as a people have worked 
with TVA—becoming, during more than 20 years of friendly and 
cooperative association, a part of and a partner to the purposes, pro- 
grams, and also the achievements for which the Congress created this 
Federal agency. But we cannot, after all these years, look on TVA 
as a Federal agency only. 

Because we have entered so fully into the spirit and intent of the 
TVA Act, and because we so actively participated in the many jobs 
to be done, and because participation has been on a voluntary basis of 
mutual consent, for these reasons, TVA means to us more than 
the agency itself. It means a way of harmonizing the efforts of the 
various instruments of the people—States, cities, counties, citizen 
groups, schools, farmers, other Federal agencies, rural electric coop- 
eratives—harmonizing these human efforts toward a more fruitful 
use of God’s nature. As you can see, many people are involved in our 
concept of TVA. 

As an overall indicator of economic progress in the area since TVA 
was created figures have been repeatedly published in congressional 
reports showing that increased income-tax collections from the Ten- 
nessee Valley States are returning the Federal investment over and 
over again. 

In 1933, the 7 Tennessee Valley States paid 3.4 percent of all indi- 
vidual income-tax revenues received by the Treasury. 

In 1953, the individual income taxpayers in those States paid 6.1 
percent of the total national individual income-tax collections—an 
increase of 2.7 percent in the proportion of taxes paid out of the Valley 
States. 

The 6.1 percent of individual income taxes collected from the area 

1953 was $2,200,000,000. At the pre-TVA rate of 3.4 percent the 
collections would have been only $1,200,000,000. 

The Nation gained $1 billion in income-tax collections from the 
Tennessee Valley States in 1953 alone as a result of the economic gains 
of that area following establishment of TVA. Over 20 years, the 
increased proportion of individual income-tax collections from the 
area has amounted to nearly $8 billion, many times the total Federal 
investment in all TVA power facilities, which is also being fully 


repaid, 
Our region in the early 1930’s was called economic Rae No. 1 of 
the Nation. “¢ e were a liability and not proud of it. We are proud, 


however, that by Federal power loans, we have aah a major asset 
to the Nation; we are proud of the great contributions our people and 
electric power made to the production of aluminum and atomic weap- 
ons during the war. Forty percent of all the aluminum produced 
during World War II came from the TVA area because electric power 
was available. Had it not been for this electric power and this alumi 
num production, we could have very well lost the war. 

We are grown up now and wish to take our rightful place among 
the regions of the Nation, self-supporting, proud, and capable of 
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making further and lasting contributions to the wealth and defense 
of the Nation. We want, however, as a responsible people, to be 
reasonably free of restraints and shackles, ever keeping in mind that 
we are always fully accountable to the President and the Congress 
for our actions. 

While these hearings are concerned primarily with the power phase 
of ‘TVA, I believe in all the phases of its resource development work. 
Accomplis! iments too numerous to mention have flowed out of TVA 
with every passing year. During the past year there were reports of 
disastrous floods fone various sections of the country. There was no 
such news story from the Tennessee Valley. There would have 
been—but for one reason—TVA. Except for the TVA reservoirs, 
material damage at Chattanooga alone would have been $66 million, 
to say nothing of the human values involved, 

The TVA area is known among the Nations of the world as a shin- 
ing example of complete resources, conservation and development. 
There has been established a harmonious relationship between soils, 
water, minerals, forests, electric power and the people. If electric 
power supply fails as needed, then this harmonious equation also fails 
and we regress instead of progress. 

We have heard considerable discussion as to whether or not this 
proposed legislation should place specific territorial limitations on 
TVA. We don’t think this would be workable or desirable. The 
TVA Act contains a territorial limitation by limiting TVA service 
to reasonable transmission distance from the hydro projects. This 
has proven to be a workable limitation as illustrated by the fact that 
there have been only very minor changes in the territory served in the 
last 10 years. 

There can be no doubt that TVA under its present method of op- 
eration has set a competitive example which has influenced power 
company rates all over the Nation. If we build a high wall around 
the competitive example and remove any possibili t of any competi- 
tion it will, in my opinion, be only a short time before power com- 
pany rates outside the TVA area bounce upward. 

Because of the influence of the low retail rates in the Tennessee 
Valley, we find that when we look at a residental rate map of the 
entire eastern half of the United States, that the rates become progres- 
sively higher as the distance from the Tennessee Valley increases. In 
other words, the residential rates of the private power companies 
nearest to the Tennessee Valley are lower than those further away. 
Because of this influence, it would seem that the common stock earn- 
ings of the power companies contiguous to the TVA area would be 
lower than those further away. Exactly the opposite is true. 

When we take data submitted to the Federal Power Commission, 
we find that, using 1937-39 as a base of 100, the index of common 
stock earnings on total class A and B utilities in the United States, 
moved to approximately 285 in 1955. However, this same index in 
1955 for the 9 private power companies bordering TV A in 1955 moved 
to 650. 

In other words, from 1937 to 1955, the earnings available to com- 
mon stockholders of all class A and B utilities multiplied less than 
3 times, whereas simil: ar earnings of the 9 companies bordering the 
TVA area multiplied 614 times. This would indicate that the rate 
structure of the dnsellaa Valley has had a wholesome effect upon 
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its power company neighbors and then should by all means be con- 
tinued on a firm business basis. 

That is further illustrated, Mr. Chairman, by chart A attached to 
my statement. 

I firmly believe the limitations contained in the present TVA Act 
give ample assurance that there will be no wholesale expansion of 
the present service area and at the same time provides the flexibility 
so important in obtaining reasonable rates outside the TVA area. 

In trying to answer the question as to — is going to gain by 
building a higher wall around the TVA area, the only conclusion 
I have been able to reach is that the private sameness serving coop- 
eratives from the TVA area wish to eliminate the comparative 
example set by TVA. Further, it seems to me that if a tight fence 
is to be placed around the TVA service area, it should be a fence 
which keeps people out as well as keeping them in. I think that was 
commented upon very effectively this morning. 

In other words, a territorial limitation should work both ways and 
I do not understand how such a two-way arrangement could be ac- 
complished in an amendment to the TVA Act. This would be : 
— way, exclusive franchise which is not consonant with our ian 

ratic tradition of free choice and competitive spirit. 

~ We have also heard a good bit of discussion to the eifect that TVA 
does not pay income taxes to the Federal Government. It is true 
that TVA does not pay income taxes as such. 

Senator Gorr. What would be the sense of a wholly owned Govern- 
ment corporation, all of whose earnings belong to the Federal Gov- 
ernment, paying a portion of that income to the Federal Government 
in the form of taxes? 

Mr. Jones. We do not think there would be any sense in that, 
Mr. Chairman. 

Senator Gore. A private utility pays to the Federal Government 
a percentage of its profits in the form of taxes. All of the profits of 
TVA, not merely a portion, belong to the Federal Government. So 
those who propose that TVA pay income tax are ignoring the fact 
that the income tax paid by TVA, so to speak, is at the rate of 100 
percent, not 52 per cent. 

If all of the profits of TVA became the property of the people in 
the valley, or of the people in some other region or of some private 
institution, then it might be a different thing. If TVA were a private 
utility it would be still a different thing. But I repeat, 100 percent 
of TVA’s profits, not merely 52 percent, belong to the treasury of the 

United States. 

Mr. Jones. Mr. Chairman, that is what I have in the remaining 
part of the paragraph. You have said it more effectively than I did. 

Senator Gore. Excuse me. I wasn’t trying to anticipate you. I, 
like Senator Scott this morning, eeEpO that when someone says 
something with which I agree so fully, I “get het up.” 

Mr. Jones. It is not true, however, that this results in increasing 
the income-tax burden of the rest of the country. In the first place, 
more than half of TVA sales, 57 percent, are made to the F ederal 
Government. It would make no sense to pay income tax on these sales 
because it would simply be taking money out of one Government 
pocket and putting it in another. Disregarding this fact, however, 
the earnings of the TVA power system have been such that if you 
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deducted the Government’s cost of interest on the total TVA appro- 
priation investment, the 1956 operations would have left approxi- 
mately $26 million, all of which belongs to the Federal Government. 
If TVA were a private corporation only about one-half this amount 
pa be paid in Federal income taxes since taxes are paid only on 

2 percent of earnings after interest. 

Because of the rather considerable amount of money loaned by the 
Federal Treasury to the Tennessee Valley Authority, for the con- 
struction of power and other facilities, it would seem that the Ten- 
nessee Valley is a favored region from the standpoint of Federal 
employment. We find that this is not the case. According to re- 
ports of the Bureau of the Census on Federal and civil-service em- 
ployment in the United States in October of 1956, we find that in the 
United States as a whole, there are 131.3 employees per 10,000 popu- 
lation. 

In the 11 Southeastern States, there are 116.8 employees per 10,000 
population. In the New England States, there are 109.4; in Calli- 
fornia, 173.7; in New York, 115.3; in Illinois, 107.3; and in the 
Missouri Valley States, 109.2. 

In the 201 valley counties, including TVA employees, this figure 
is 111.7 persons per 10,000 population. We are, therefore, below the 
national average and approximately the same as the New England 
States, Illinois, and the Missouri V alley States. What we are seeking 
here would be to lower the number of ‘employees pate from federally 
appropriated : funds, even though we are now below the national 
average. 

Because my life’s work is primarily concerned with providing elec- 
tricity to homes, farms, stores, and small industries in a predomi- 
nantly rural area, I am vitally concerned with the power-supply prob- 
lems of TVA. I need not go into the great transformation which 
has already taken place in rural areas because of electric power. I 
have been profoundly impressed with the opportunities which elec- 
tricity has opened to us in the past and promises for the future. One 
of the major tasks ahead of the people in my area is to bring job 
opportunities up to a level which will prevent the necessity for some 
of our sons and daughters migrating—as they are now—to Detroit, 
Chicago, and other areas of the country in order to find livelihood. 
This is a task worthy of our best efforts. If we are again forced to 
be a liability, the entire Nation will be affected. 

One of our most basic tools for economic progress is electric power. 
And it is the availability of power for growth that is so essential. 
While most industry considers the cost of power a minor item in its 
operating expenses and therefore, in ary consideration of plant loca 
tion, the availability of power for both present and future needs a 
determining factor. Nonavailability of power would be a disadvan- 
tage which no area of our country could survive. 

Much has been said about “subsidy” in connection with electric serv- 
ice in the TVA area. We know from properly—and repeatedly— 
documented facts that our electric bills are not federally subsidized. 
TVA power is self-liquidating and we seek to make this fact more 
obvious by imploring the Congress to mi ake it self- financing. We do 
not desire Federal subsidy. We ask that you make us—the | people of 
the TVA area, the electric coisumers—the basis of financing TVA 
power supply. Make our high use of electricty, our integrity as bill 
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payers, our operating efficiency the basis for financing and we will 
make these same factors the basis for serving the Federal Government 
and the area’s other consumers at the lowest rates possible. 

Appropriations would not be required. The Federal budget or 
Federal debt would not be increased. The electric consumers would 
stand back of the financing and pay off the bonds while the Congress 
and executive branch would control TVA and the people of the 
Nation would accrue ownership in its facilities. 

We further request that you gentlemen carefully guard against any 
crippling or slow starvation amendments to this bill which could 
prevent this great agency from continuing so admirably the carrying 
out of the job assigned it by the United States C ongress 24 years ago. 

I thank you. 

(The chart referred to follows:) 















TREND OF POWER COMPANY COMMON STOCK EARNINGS 
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Senator Gorr. The committee will next hear Mr. Louis Wise, Mis- 


sissippi Rural Electric Association. 





STATEMENT OF LOUIS WISE, COCHAIRMAN, LEGISLATIVE COM- 
MITTEE, MISSISSIPPI RURAL ELECTRIC ASSOCIATION 











Mr. Wise. With your permission, I would like to read this state- 
ment and ask that the printed copy go in the record along with the 
comments. 

Senator Gorr. Without objection the permission is granted. 

Mr. Wise. Mr. Chairman, my name is Louis Wise. I am general 
manager of 4-County Electric Power Association, with headquarters 
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in Columbus, Miss. 4-County Electric Power Association is a rural 
electric power association financed by REA, which obtains its power 
from the Tennessee Valley Authority. This association serves over 
14,000 farm and small town families in northeast Mississippi. 

I am also here as a representative of all of the farm families in 
Mississippi because I am representing here today the Mississippi 
Rural Electric Association which in turn represents over 100,000 farm 

families of Mississippi. I am also serving these people as Mississippi 
director on the Board of Directors of the National Rural Electric 
Cooperative Association. I want to mention also, in passing, that I 
am a professional registered engineer. 

I want to thank you for this opportunity of appearing before you 
and to make a statement on behalf of Senate bill 1869, known as the 
Kerr bill, which is a bill to amend the Tennessee Valley Authority Act 
of 1933. I shall make a statement on behalf of this bill because we in 
the Tennessee Valley feel that the right kind of self-financing plan for 

TV A is essential and that the economic welfare of the entire Tennessee 
Valley depends upon the passage of satisfactory legislation. 

I have been in power distr ibution work in Northeast Mississippi for 
the past 30 years. During the first 12 years of this 30-year period I 
held minor executive positions with a private utility company and dur- 
ing that period we had practically no rural lines to speak of. We did 
attempt to extend some lines into rural areas but were unsuccessful in 
securing the necessary approval for building these lines. 

For the past 18 years I have been manager of 4-County Electric 
Power Association. During that period it has been my happy privi- 
lege to operate in the same territory as before and to observe the great 
strides made by our rural people through the advent of TVA power 
into their homes. I have seen a change in the attitude of the farm 
people and of their way of life, and have throughout the entire period 
observed a continuing increase in the usage of electricity for all pur- 
poses on our farms and in our farm homes. Now, with the decrease 
in available farm labor, and with greater mechanization of farming 
practices, it is my opinion that the increase in power demands in the 
rural areas will be greater than ever and we must look to TVA to. fur- 
nish us with ine reasingly greater quantities of power for distribution 
to our rural people. 

For the past 18 years I have also had the opportunity’ to observe 
firsthand a tremendous increase in the industrialization of our north- 
east Mississippi territory. During the past decade, there have been 
hundreds of small industrial plants developed within our territory 
utilizing the area’s natural resources. 

In the face of acreage allocations of all crops, the average farm 
family has come to need outside employment for some of its members 
and we must be in a position to continue our industrial expansion in 
order to provide jobs for them. Without sufficient power, continued 
expansion will not be possible. 

At the beginning of the TVA program, rural electric power associa- 
tions were formed through interest-bearing loans, first from TVA. it- 
sel—in the northern part of Mississippi—and later from the Rural 
Electrification Administration. Both TVA and our power associa- 
tions were conceived in a great faith that they would be suc eee in 
providing power where it was so badly n ieeded, in the rural are: 
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Apparently it could not be supplied through private financing. We 
think that both TVA and the rural electric power associations have 
justified that faith and after a long period of uncertainty and growing 
pains have come of age and are now established industries in the utility 
field. In the case of the rural electric associations, we are paying off 
our loans with interest and are well ahead of scheduled payments. 

TVA, also, has paid back to the Federal Treasury many millions 
of dollars and kas put many other millions into additional plant 
which is owned by the people of the entire United States. It is finan- 
cially sound and well managed. All its needs is the right to go into 
the money markets of the country and secure financing in the same 
manner as is done by all utilities, without hampering restrictions. 

This does not mean that we want to eliminate the control of Con- 
gress. TVA is a Federal corporation and we agree that Congress 
should outline the policies to be followed. Congress, in the TVA Act 
of 1933, has already expressed in considerable detail the job to be 
done. The Congress, of course, has the right to change its rules at 
any time and we would abide by those rules. 

It does not seem practical to us, however, for the Congress to assume 
responsibility for the technical aspects of just how much capacity 
should be added, the location of the proposed capacity, or the timing. 
These are engineering and administrative decisions which can be 
determined best by people trained in the utility business and close to 
to the changing circumstances. Timing and local circumstances are 
very important in these matters. 

TVA must be permitted flexibility to meet situations as they arise, 
just as a manager of a rural electric cooperative must have flexibility 
to meet constantly changing conditions. I could cite numerous cases 
within our own organization wherein it was necessary to make changes 
in our distribution system practically overnight to meet increased 
requirements of our consumers. To name all of these cases would be 
prohibitive but I would like to cite one or two such cases. 

The first of such cases is the case of the Bryan Bros. Packing Co. 
of West Point, Miss. This company started operations approximately 
15 years ago with a power demand of approximately 50 kilowatts. 
This load was served by our association through a 50 kilovolt-ampere 
bank of transformers. Since that time there have been successive 
changes. First, the change was to 150 kilovolt-amperes, then to 
300 kilovolt-amperes, then to 1,000 kilovolt-amperes and finally to 
1,500 kilovolt-amperes. 

This company has already outgrown the 1,500 kilovolt-ampere trans- 
former bank and we are at the present time in the process of replacing 
the 1,500 kilovolt-ampere bank with a bank of 2,500 kilovolt-amperes 
in order to meet the power demand anticipated at this plant. 

In other words, this plant has grown in 15 years from a consumer 
using 50 kilovolt-amperes to a consumer with a foreseen power demand 
of 2,500 kilovolt-amperes. Each time this plant decided to increase 
its requirements, we had to adjust our plant equipment to meet that 
demand at the time they needed it, and it was pretty fast, too. We 
didn’t have a great deal of time. 3 

Another case is the case of the Babcock & Wilcox plant. That is a 
boiler plant in West Point. This plant started operations with a 
1,500-kilovolt-amphere bank of transformers. Shortly thereafter they 
installed a 500-kilovolt-ampere welding transformer and in approxi- 
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mately 3 years they have requested an additional 2,000 kilovolt- 
amperes from us and expect to install another 4,000 kilovolt-amperes 
within the next year or year and a half. We generally do not get 
that much time—a year and a half—to make our plans as the com- 
penis usually make their own plans and decide on their needed 

capacity and then notify us to have it available for them within 3 to 
4 months at the latest. Without reasonable flexibility, such cannot 
be done. 

I might add, gentlemen, that when that happens to us, as users of 
TVA power, it “also happens to the TVA because they must supply 
that power to us to supply the demand to our consumers. And without 
flexibility to bring the power to our substations, TVA would have to 
have that flexibility i in order for us to meet the demand. We are not the 
supplier, we are the distributor. 

I brought that out because actually the point I want to make is that 
we must have flexibility in TVA to meet that kind of a demand. Not 
only on our system but on all systems they serve throughout the valley. 

Cases like these seem to us to make it clear than any self-financing 
bill, in which the people of the area are supplying the revenues to 
underwrite the bond issues, should assure the area that the additional 
capacity will be provided as needed. We feel strongly that the TVA 
Board of Directors is the instrument of the Federal Government in 
the best position to determine what these needs will be and that the 
limitations provided in the present TVA Act provide sufficient guid- 
ance to the Board and assurance to the Congress that their policies will 
be carried out. 

Aside from the self-financing feature of Senate bill 1869, which I 
have discussed, there is another matter which causes great concern in 
the valley. This concern has been expressed over possibility of limita- 
tion of TTVA’s power service area. We realize that there are no 
limitations expressed in Senate bill 1869 but such limitation of its 
area has been discussed and recommended in several quarters and I 
want to urge that this committee accept a bill containing no such limi- 
tation on area, even though TVA in the past 10 years has made no 
territorial expansions whatsoever. 

I say this not because I feel that TVA should expand but to limit 
by law the possibility of any expansion by TVA would be disastrous 
not only to the TV A itself but to the ratepayers of every utility in these 
United States. 

It is a well-known fact, shown by authentic studies, that the further 
away from the boundaries of TVA you go the higher electric rates 
become and only in the Pacific Northwest are rates comparable with 
those inthe TVA area. The reason for the low rates in areas adjacent 
to the Tennessee Valley area is perfectly obvious and any legal limita- 
tion on expansion of TVA power into other areas would certainly 
remove any incentive toward low rates in those areas. 

Aside from the rate angle, however, there are aie serious implica- 
tions of such limitation within the TVA area itself. As you possibly 
know there are numerous agreements with various utilities on the 
perimeter of the TVA area wherein the power of TVA is transmitted 
over the lines of the private power companies to various distributors. 
These agreements, in most cases, were made because the private util- 
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ities preferred not to have TVA extend lines into those areas, although 
the areas served are within the legal service area of TVA. 

If TVA’s area is limited to its existing lines, there would be no 
necessity or incentive for renewal of these agreements when they 
expire, ‘and those power distributors who receive service over the 
facilities of the private utility company would be at the mercy of that 
company for whatever rate : and whatever service conditions they might 
care to negotiate. I feel that this type of situation thrust upon them 
would be a major breach of faith and I am sure that this committee 
would not condone such action. 

The TVA Act of 1933 provides that TVA would be limited to eco- 
nomical transmission distances from TVA dams. Opponents of TVA 
would have you believe that TVA could build a new steam plant on 
the perimeter of its area and serve any area within economical trans- 
mission distance of that plant. 

This definitely is not the case, as the act specifically provides “eco- 
nomical transmission distance of TVA dams,” and certainly the dam 
must be built where the water is, on the Tennessee River. It is rather 
difficult to relocate a river. It is my opinion that the TVA area as 
we now know it will remain its area from now on and I do not believe 
that there is any necessity for fixing this limit by law. 

Gentlemen, we in the Tennessee Valley urge that you consider a 
Tennessee Valley Authority Act which will enable TVA to finance 
itself without hampering restrictions in order to provide the necessary 
power-generating facilities to supply those of us who have committed 
our economy into the hands and to the guidance of TVA. 

We also urge that you place no limitations on TVA power-service 
area other than those already prescribed in the TVA Act of 1933. We 
have built our entire economic structure in the Tennessee Valley on an 
abundance of low-priced power. We urge that TVA be placed in a 
position to continue to supply to us in order that we in the valley may 
continue to grow and prosper. 

Thank you. 

Mr. Chairman, I would like to bring up again something that dis- 
turbs us no end, and I am saying this not as a rural electric associa- 
tion but as a member of the executive committee of the A. and I. 
Board of Mississippi. In my work with the chamber of commerce in 
Columbus—I am on the legislative action committee of our Columbus 
Chamber of Commerce, and 1 or 2 other committees—but in such 
capacity, and I presume in connection with a committee which I 
serve, the Mississippi econmic council, I get the special Congressional] 
Action Committee Bulletin that comes out of the United States 
Chamber of Commerce. I have one here, issued April 26, 1957, by 
the national resources department of the United States Chamber 
of Commerce. 

It starts off : 


The Tennessee Valley Authority is in a dilemma. 


It goes through the entire dilemma. It lists the members of the 
House committee, the Appropriations Committee on TVA, the House 
Public Works Committee, and the gentlemen of this committee are 
also listed. 
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It ends up: 

Congressional action committee members have an expanding opportunity to 
express their views on the future of TVA controlling the expansion of TVA. 
Federal power will help promote private enterprise in electrict power de- 
velopment. Private power can be supported in these ways. 

And it lists three ways: 

Recommend elimination of appropriations to TVA; recommend that TVA not 
be allowed to issue reveue bonds; recommend that TVA power supply become 
a local rather than a Federal responsibility. 

That is a special report which goes out all over the United States. 

I have another one here that came out just recently, with copies 
of the testimony of Mr. Sutton that was given, and a sale order 
blank, that “this can be distributed at 5 cents a copy.” 

Senator Gore. Do you think it is worth it? 

Mr. Wise. I frankly think it is not worth 2 cents but I think it is 
rather unbecoming that anybody, us or them, or the private utilities, 
should take testimony given to a committee of Congress and sell it out 
on the open market for distribution. I would like to put that in 
the record because it is inappropriate and—well, I have other words 
for it. I would like very much to express our dissatisfaction over 
that type of work. 

I also want to say, since I mentioned the A. and I. Board, that we 
feel that this type of stuff, coming out all over the United States, 
is not only aimed at TVA. We know, we have reason to believe 
that the United States Chamber of Commerce purporting to repre- 
sent all the chambers of commerce of the United States, actually 
are not representing those in our area. There have been numerous 
editorials in our local papers and in papers surrounding us, de- 
nouncing the statements made here that they do. 

Senator Gore. Mr. Wise, I don’t think we should be too con- 
cerned about the unfavorable attitude and recommendation of the 
United States Chamber of Commerce. It may be that their attitude 
is one of our principal assets. 

Mr. Wise. Mr. Chairman, only in that we feel that this is aimed 
not only at TVA but at the industrialization of the southern area. 
The fight is not only against TVA but also against the southeast area 
in its industrial program. 

Senator Gorr. My observation is that the United States Chamber 
of Commerce usually fights all progress. 

Mr. Wisr. That is being shown, of course. Thank you, Mr. Chair- 
man, for the opportunity. 

Senator Gore. Thank you very much, Mr. Wise. 

The committee will next hear Mr. Basil Thompson, Alabama 
Rural Electric Association. 


STATEMENT OF BASIL THOMPSON, MANAGER, ALABAMA ELECTRIC 
COOPERATIVE, INC. 


Mr. Trompson. Mr. Chairman, I am Basil Thompson, and I am 
manager of the Alabama Electric Cooperative, Inc., a generation and 
transmission electric cooperative with headquarters at Andalusia, 
Ala. 

Senator Gorr. The committee is pleased to have you appear. 
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Mr. Tompson. I have some other gentlemen here with me from 
Alabama. 

Senator Gore. Would you introduce them, and I will ask them to 
stand as they are introduced. 

Mr. Tompson. Mr. Young, of Sand Mountain Cooperative, Fort 
Payne, Ala. 

Mr. Gilbert, of Fort Payne, Ala. 

Mr. Roy Buford, also of Sand Mountain. 

Mr. John Hill, of Andalusia, Ala. 

Mr. Bledsoe, of the Cherokee Electric Cooperative, at Centre, Ala. 

Senator Gore. The committee is very pleased to have you gen- 
tlemen in the committee room, and appreciates the attention which 
you are giving to the proceedings. 

Mr. Tompson. The Alabama Electric Cooperative membership 
includes 12 REA cooperatives in central and south Alabama: 


Yentral Alabama Electric Cooperative, Prattville, Ala. 
Tallapoosa River Electric Cooperative, Lafayette, Ala. 
Southern Pine Electric Cooperative, Brewton, Ala. 
Pea River Electric Cooperative, Ozark, Ala. 

Coosa Valley Electric Cooperative, Talladega, Ala. 

Clarke-Washington Electric Cooperative, Jackson, Ala. 

Pioneer Electric Cooperative, Greenville, Ala. 

Dixie Electric Cooperative, Union Springs, Ala. 

South Alabama Electric Cooperative, Troy, Ala. 

Wiregrass Electric Cooperative, Hartford, Ala. 

Covington Electric Cooperative, Andalusia, Ala. 

Baldwin County Electric Membership Corporation, Robertsdale, Ala. 


And three REA cooperatives in North Florida: 


Choctawhatchee Electric Cooperative, DeFuniak Springs, Fla. 
West Florida Electric Cooperative, Graceville, Fla. 
Escambia River Electric Cooperative, Jay, Fla. 


Six municipalities : 


City of Elba, Elba, Ala. 

City of Opp, Opp, Ala. 

City of Troy, Troy, Ala. 

City of Brundidge, Brundidge, Ala. 
City of Luverne, Luverne, Ala. 
City of Andalusia, Andalusia, Ala. 


And two industries: 


Opp Cotton Mills, Opp, Ala. 
Micolas Cotton Mills, Opp, Ala. 


Some 125,000 families are represented through Alabama Electric 
Cooperative’s membership. Presently this organization is supplying 
electric power at wholesale to five REA cooperatives: 


Covington Electric Cooperative 

Pea River Electric Cooperative 
South Alabama Electric Cooperative 
Southern Pine Electric Cooperative 
Wiregrass Electric Cooperative 


Seven municipalities : 


City of Evergreen 
City of Elba 

City of Opp 

City of Troy 

City of Brundige 
City of Luverne 
City of Andalusia 
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And two industries in South Alabama: 


Opp Cotton Mills, Opp, Ala. 
Micolas Cotton Mills, Opp, Ala. 

In presenting this brief statement to the committee, I am also 
speaking on behalf of the Alabama Rural Electric Association of Co- 
operatives, the statewide organization of REA cooperatives in Ala- 
bama whose membership includes over 115,000 families. 

Mr. Chairman, we do not come any closer than 200 miles to the 
area TVA serves in Alabama at any point. So far as I know, there 
is no possibility that our area of Alabama will ever be served by TVA. 
Yet, 1 hope my presence before you today will emphasize how 
strongly we in all sections of our State feel about TVA being able 
to put into operation a sound, workable self-financing plan. 

| know of no way TV A’s benefits to all of Alabama—not just to the 
area it serves—could be measured. They have truly been tremendous. 
One benefit alone—TVA’s role as a yardstick, helping to hold down 
power rates in our State—has in my opinion, saved our people mil- 
lions of dollars in power costs. 

As one example of this, it is a matter of record that before the TVA 
Act, power was being purchased at the bus bar of Wilson Dam, Ala., 
by the State’s largest commercial power company for less than 2 mills 
per kilowatt-hour, and sold to farmers within sight of the dam at 
upward of 10 cents per kilowatt-hour. 

We know, from experience, that the commercial power companies 
in our State and elsewhere over the Nation, would like nothing better 
than to eliminate all competition, not only from TVA, but from REA 
co-ops as well. Anything which these companies an do to cripple 
and destroy TVA, they will gladly do. These companies are opposing 
a workable self-financing plan for TVA. I need not, however, remind 
you gentlemen that for 1 many years these same groups played—over 
and over—this theme: “Do- away with Government financing for 
TVA. Make the TVA finance new power facilities through bond 
issues.” 

Now that legislation to put such proposals in effect has been ad- 
vanced, what do these commercial power companies do? They throw 
wp their hands in horror, and now urge that not only should TVA not 
be allowed to put a self- finane ing plan i in effect, but that all congres- 
sional appropriations for TVA ‘should be discontinued as well. 

At least these people are now out in the open with their sole aim, 
which is the total destruction of TVA. If that should ever come to 
pass, it will be one of the darkest days ever in the history of our State, 
and the entire Nation as well. 

In order to be able to plan wisely and efliciently for the future, 
and meet its obligation to the area it serves, it is vital that TVA 
be allowed to use a workable, self-financing plan. 

It is our sincere hope that the Congress will see fit to enact into law 
legislation which will permit TVA to finance power expansion under 
a workable, self-financing plan. The proposal of the Bureau of the 
Budget made in 1955 is, as we understand it, not workable due to the 
many crippling restrictions on TVA. Other proposals which are now 
under consideration, including the Kerr bill and its companion bill in 
the House, the Jones-Davis bill are workable and, we believe, should 
be passed by the Congress. 
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Mr. Chairman and gentlemen, I thank you for giving me an oppor- 
tunity to present this statement. 

Thank you, Mr. Chairman. 

Senator Gore. Thank you for your appearance, Mr. Thompson. 

Senator Cooper, do you have any questions ¢ 

Senator Cooper. I have none, Mr. Chairman. 

Senator Gore. The committee will next hear Mr. Stanley Stearman, 
National Society of Professional Engineers. 













STATEMENT OF PAUL H. ROBBINS, EXECUTIVE DIRECTOR, NA- 
TIONAL SOCIETY OF PROFESSIONAL ENGINEERS, AS PRESENTED 
BY STANLEY STEARMAN, ASSISTANT LEGISLATIVE ANALYST, 
NATIONAL SOCIETY OF PROFESSIONAL ENGINEERS 














Mr. SrearmMan. Paul H. Robbins, our executive director was orig- 
inally scheduled to appear here as a witness today but he is unable to 
do so. J am here to take his place. I am Stanley H. Stearman and 
I am the assistant legislative analyst of the National Society of Pro- 

fessional Engineers. 

The society is a nonprofit, membership organization composed of 
professional engineers all of whom are registered under applicable 
State engineering registration laws. The society’s 42,000 members 
are affiliated through 43 State societies and approximately 350 local 
chapters. 

I am here today to present the society’s views on only one aspect of 
S. 1869. I refer specifically to the provision appearing at lines 9 
and 10 of page 10 of the bill, which would authorize the Tennessee 
Valley Authority to perform engineering services in connection with 
the construction of a generating plant or other facilities in which 
TVA has any sabia : wi atsoever. It would appear that the language 
would permit TVA to oe engineering and design services for 
any private or local agency which was to buile | and operate power 
facilities or any other f acilities with a tie-in to TVA oper: ations. 

As indeed, at the 1955 hearings on S. 2373, 84th Congress, pages 
907-215, which was substantially similar to the bill presently under 
discussion, and which contained identical language authorizing TVA 
to perform engineering services, it was pointed out by Senator Hruska 
that the engineering services which TVA would be permitted to 
perform would not necessarily be limited to facilities which TVA 
expected to acquire, but could ‘be provided as well if merely the pw 
chase of the output of a plant was intended. 

It is the considered opinion of the National Society of Professional 
Engineers that such a broad grant of authority to TVA which would 
allow it to render engineering services for others constitutes an unwar 
ranted interference with the normal functions and operations of 
private consulting engineers who have been and are available for the 
rendition of such normal professional activities. We believe, and we 
think the members of the committee agree, that the Federal Govern- 
ment should not compete with its own citizens in the furnishing of 
materials or services to non-Federal agencies or persons, except under 
the most extreme conditions. 

Such extreme or emergency conditions which would justify the 
assumption of this broad authority by TVA are not present in this 
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situation. Referring once again to the 1955 hearings on 8. 2373, it 
was pointed out in answer to the TVA contention that the provision 
in question would contemplate the providing of only those engineering 
services necessary to permit the right kind ‘ot plant to be built on the 
right schedule and in an economical w ay, that TVA was abrogating 
to its own engineering staff something superior by implying that no 
one else in the profession could perform those engineering functions. 

The implication which results from those discussions is, of course, 
that the situation which would necessitate the rendition of engineering 
services by TV A, does not in actuality exist, and thus there could be no 
justification for the renedition of services by the Federal Government 
when private firms were available and competent to perform the 
identical work. 

This problem of the Federal Government engaging in business-type 
operations in Composition with private enterprise “has received ‘the 
attention of Senator McClellan and others who have sponsored Senate 
bill 1559, the Anti- Government Competition Act. 

Senator McClellan has stated that the bill declares it to be the policy 
of Congress that the Federal Government should not engage in 
business-type activities, except in the public interest or in furtherance 
of national programs and objectives established by statute. It further 
provides, to the maximum extent possible, for the termination of all 
business-type activities engaged in by the Federal Government to the 
detriment of pr ivate-business enter pr ise. 

The term “business-type activity” of the Federal Government, to 
which this bill refers, is defined as 
any activity involving the production of goods and the rendition of services 
commercially available from private business. [KEmphasis added.] 

Thus, to maintain and strengthen the private enterprise system 
which has made this country so powerful and prosperous requires 
that we keep the Federal Government out of pursuits which are pro- 
vided normally by private organizations or individuals: particularly 
with respect to the independent practice of the professions. 

A further reason for not granting TVA the authority to render 
engineering services to outside parties is that the offer and furnish- 
ing ot profession: nul engineering services is subject to the State engi- 
neering registration laws which are in existence in every State of the 
United States and its Territories and possessions, as well as the Dis- 
trict of Columbia. These State laws provide for the registration of 
qualified professional engineers under strict standards in order to 
protect the public health, safety, and welfare, and they make it unlaw- 
ful for any person to offer and perform professional engineering serv- 
ices Who has not complied with and registered under the appropriate 
State law. 

While TVA could perform engineering services for itself, and the 
Federal Government, as a superior entity to State laws, could per- 
form engineering services for itself, a completely different situation 
is presented when there is an undert: aking to perform services for 
third parties. 

The grant of authority, as contained in S. 1869, would conflict 
with the State engineering registration laws, as it is certain that 
TVA as a Government corporation is not licensed under any of the 
State laws to offer and perform professional engineering services 
for others. 
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It has been claimed that the reference to engineering services in 
S. 1869 is confined to the facilities which would become a part of 
the TVA power system as a result of the increased revenue from 
bond financing. This, however, does not tend to lessen or detract 
from the fact that TVA still would be rendering engineering serv- 
ices to outside parties whose only connection with TVA is that TVA 
might purchase the output from such plant or other facility. 

At the 1955 hearings which this subcommittee conducted on S. 2373, 
to which I prev iously ¢ alled your attention, the provision authorizing 
TVA to perform engineering services was thoroughly discussed in a 
colloquy between Senator Kerr, Senator Hruska, and Mr. G. O. 
Wessenauer, Manager of Power, "TVA. In the course of the discus- 
sion it was stated by Mr. Wessenauer that TVA would be given the 
authority to provide engineer services in connection with a generat- 
ing plant or facility under the arrangement of a lease, lease-purchase, 
or a purchase of the output. Regarding TVA’s interest where the 
only connection would be the purchase of the output, Senator Hrusk: 
had this to say: 

If you are going to contract for the purchase of an output of a plant at 
X mills, it just seems to me that in the normal contractual situation that the 
purchaser of power under that kind of a situation isn’t concerned too much 
with the engineering and planning department to the extent that it will pro- 
duce the quantity of merchandise which he contracts to buy. 

The implication is obvious that authority to offer and perform 
engineering services is not warranted where TVA has entered into 
an arr angement where TVA’s sole interest would be in acquiring 
the output of a plant or facility. 

Senator Hruska further suggested that TV would be getting on 
tenuous ground— 

* * * when you are buying the output of a plant and use that as a vehicle 
for saying that you are sufficiently interested in it so you can override and, in 
effect, nullify State laws which govern engineers and the practice of engineering. 


oO 


At page 215 of the published 1955 hearings on S. 2373, Senator Kerr 
suggested the phrase “or for the purchase of the output thereof” be 
eliminated from the grant of authority as contained in the bill. The 
sentence then would read : 

In connection with the construction of a generating plant or other facilities 
under an agreement providing for lease or purchase of said facilities or any in- 
terest therein by or on behalf of the Corporation, the Corporation may * * *. 

And so forth. However, there would still remain the phrase: “or 

interest therein by or on behalf of the Corporation,” which estab- 

lishes a very broad test to determine the degree of TVA connection 

with any plant or facility so as to justify the rendition of engineering 
services by TVA as authorized in the bill. 

The National Society of Professional Engineers questions the neces- 
sity of this grant of authority to TVA in view of the practice of other 
Federal agencies which permits parties with whom these agencies 
contract to procure their own private engineering services in connec- 
tion with contemplated projects. We refer spec ifically to the present 
lease-purchase program whereby private groups finance and construct 
buildings which the Federal Government occupies under a long-term, 
lease- purchase arrangement. 

In these situations, the groups constructing these buildings engage 
the services of private engineering firms, without Federal interfer- 
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ence. These operations occur in connection with an arrangement 
which involves a closer tie-in to the Federal Government than merely 
the purchase of the output or a plant or other facility. If the Federal 
Government does not deem it necessary or indispensable to provide 
engineering services in connection with the lease-purchase of Federal 
buildings, we fail to recognize the absolute necessity for TVA to 
impose its engineering services on those plants or facilities from which 
TVA merely contemplates the purchase of the output. 

Questions along this line were asked of Mr. Wessenauer by Senator 
Hruska at the 1955 hearings. The Senator inquired: 

* * * what would you thing of this letter of the National Society of Profes- 
sional Engineers if the situation was one in which you agreed to buy the output 
of some generating plant? You would then go in there and do all the planning, 
engineering, and designing for that company that was going to build that plant. 
Would that not be invading the province of the professional engineer and the 
planners who are represented in the National Society of Professional Engineers? 

If we may interject a reply to the Senator’s query, our emphatic 
answer would be that such activities of TVA would definitely be 
invading and interfering with private professional engineers who are 
competent to render services identical with those offered by TVA. 

The National Society of Professional Engineers does not wish to 
indicate any opinion on other aspects of S. 1869, but it is felt that the 
authorization for TVA to provide engineering services outside of its 
own organization would be a serious intrusion by a Federal agency 
into private professional practice and would be at variance with the 
letter and spirit of existing State laws. 

We urge that the subcommittee delete the authorization discussed 
here today, and thus indicate its faithful adherence to the principles 
of noninterference by the Federal Government into private profes- 
sional pursuits, and compliance with existing State law, designed to 
protect the public’s life, health, and property. 

We want to thank the committee for allowing us an opportunity to 
present our view on this subject, and we stand ready to render what- 
ever assistance the committee may desire. 

Senator Gore. Thank you very much for your appearance. 

Senator Cooper ¢ 

Senator Cooper. I have no questions. 

Senator Gore. I will have inserted in the record at this point the 
statement of Mr. Louis V. Sutton, of the United States Chamber of 
Commerce. 

(The statement referred to is as follows :) 


STATEMENT OF LOUIS V. SUTTON FOR THE CHAMBER OF COMMERCE OF THE UNITED 
STATES 


My name is Louis V. Sutton. I live in Raleigh, N. C., and am president and 
chairman of the board of Carolina Power & Light Co. This company is an 
investor-owned utility, the stock of which is presently held by 34,400 owners. 
Our stockholders are located in every State in the Union, and their average 
holding is 165 shares. 

I am an engineer by profession and have spent most of my business life in 
the Southeastern States. I have had business and professional experience in 
dealing with the Tennessee Valley Authority from its inception and am familiar 
with its development and operations. 

The company with which I am associated is a member of the Chamber of 
Commerce of the United States of America, a federation of 3,300 business or- 
ganizations with an underlying membership of more than 2,500,000. I had the 
honor of serving on its natural resources committee from 1952 to 1955. 
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I am filing this statement on behalf of the Chamber of Commerce of the United 
States. I would have preferred to appear in person to testify on this important 
matter, as I did before your committee on July 22, 1955, and before a House Public 
Works subcommittee on May 7, 1957. Your short notice of a 1-day hearing 
prevents me from so doing because of previous commitments. 

I urge that you not approve either S. 1855 or S. 1869, to allow TVA to finance 
further electric power expansion through the use of revenue bonds. The pro- 
posed amendments in these bills are unsound and against the public interest, and 
would not solve the basic problems of the situation. 

S. 2145, on the other hand, while it would allow TVA to issue $750 million of 
revenue bonds, would place the electric power part of TVA under the jurisdic- 
tion of the Federal Power Commission like any other electric power utility, and 
require it to operate on sound business principles. The chamber urges your 
committee to approve S. 2145 except for section 1, authorizing revenue bonds. 

S. 1986 is not a revenue-bond bill but would simply amend the Government Cor- 
porations Appropriation Act of 1948 to require that none of the power revenues 
of TVA “shall be used for construction or acquisition of any power-producing 
units, installations, facilities, or projects (except for replacement purposes) ex- 
cept as may be approved by the Congress after consideration of budget programs 
transmitted by the President, pursuant to the Government Corporations Control 
Act.” This is excellent, as far as it goes, in allowing Congress to regain its 
control over TVA’s use of power revenues for building additional power units 
at existing steam plants. It would not, however, remove the basic inequity of 
TVA continujng to supply subsidized electric power at the expense of the tax- 
payers of the rest of the Nation. 

TVA is in a dilemma and some solution must be found. This solution, in our 
opinion, must be sound and reasonable. It must be fair to the Government, to 
the taxpayer-investor in TVA, and to the people of the TVA area. 

The chamber proposes such a solution—a 10-point legislative program—which 
I will present to you after giving our reasons for opposing revenue bonds. Until 
these 10 proposals are enacted into law, however, there is a way by which TVA 
could, over the next few years, continue to meet the power needs of its prefer- 
ence customers. 

The TVA Act instructs TVA to sell surplus power to local public and private 
agencies with preference to the former, and to give primary attention to the 
needs of domestic and rural customers. Much of this original act was a major 
departure from previous national policies. TVA has been in operation for 
nearly 25 years, and has gone far beyond the definition of “surplus power” in 
the act. The 1956 Annual Report of TVA shows that less than one-fifth of 
TVA’s total energy supply was generated by hydro plants at multipurpose dams. 
In addition, it has ceased to give primary attentign to domestic and rural cus- 
tomers. Its Annual Report for 1956 shows that less than 15 percent of the total 
retail sales of TVA power was to domestic and rural customers. Obviously, 
both the preference and nonpreference customers have come to depend on 
TVA for power. 

If, however, the large nonpreference power users were to furnish their own 
needs or buy power elsewhere, TVA’s present power supply plus the generating 
capacity under construction would be sufficient to take care of the rural and 
domestic needs for many years in the future. 

Our opposition to the proposed legislation is based on four major factors: 

1. Loss of congressional control over TVA activities: 
2. Unsound fiscal procedure of Federal revenue bonds; 
3. Continued imposition on the Nation’s taxpayers; and 
4. Increased competition with private industry. 

Loss of congressional control 

The major objection to S. 1855 and S. 1869 is that Congress would lose vital 
elements of control if either bill is enacted. The bills are far more than simple 
measures to allow TVA to issue revenue bonds. Their most important con- 
sequence would be to remove the strict congressional regulation now possible 
in the interest of the Federal taxpayer. 

We need more, not less, control by the Congress of Government operations, 
especially of the business and industries being conducted by Federal agencies 
and financed by the taxpayers. It is axiomatic that Government cannot, or will 
not, effectively police itself. A stockholder of a corporation can obtain a court 
hearing on his complaints of mismanagement by the officers of his corporation, 
and the court will enforce its judgment rectifying the stockholders’ grievances. 
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The Federal taxpayer, whose money is invested in Federal business under- 
takings, has no such protection. He cannot get a hearing in a court to present 
any complaints that he may have about mismanagement on the part of those 
jn charge of the Federal project. His only protection is a vigilant Congress 
holding a tight rein on the various agencies, and examing and weighing all their 
proposals with the utmost care and good judgment. 

In his 1955 audit report and again in his 1956 report on TVA the Comptroller 
General of the United States had this to say about congressional control over 
TVA: 

“Because the present law, in our opinion does not result in effective control 
by the Congress over important expenditures of public funds by TVA, and be- 
cause of changed conditions resuiting in the present-day predominance in the 
TVA system of steam-electric facilities over hydroelectric facilities, we rec- 
ommend that legislation be enacted requiring TVA to obtain specific and prior 
authorization from the Congress to construct or acquire new steam-electric 
generating units.” 

S. 1855 and 8. 1869 run directly contrary to the above recommendation. 

Other provisions of the two bills would result in further loss of congressional 
control over TVA, and would lead to steps that would be adverse to the welfare 
of this country. 

S. 1869 (page 4, lines 1 through 11) requires that, except with the approval 
of the President during a time of national defense emergency, no bond pro- 
ceeds or power revenues “shall be used to initiate the construction of an addi- 
tional power-producing project until (1) the corporation notifies the President 
and the Congress of its plan to construct such additional project, and (2) fol- 
lowing such notification, a period of 60 days of a single session of Congress 
elapses Without the enactment of legislation disapproving such construction.” 

It is extremely doubtful that hearings could be held and Congress could 
cousider the plans wtihin such a short period as 60 days. It should be noted 
also that this does not apply to additional units at existing projects, which is 
TVA’s present method of adding to its power facilities without approval of 
Congress. 

S. 1986, on the other hand, would require direct action by the Congress in 
an appropriation bill of a budget item transmitted by the President pursuant 
io the Government Corporation Control Act, before TVA could use its power 
revenues for the construction or acquisition of any power-producing unit of 
any new or existing project. This bill should be passed as an interim measure, 
pending enactment of more specific legislation dealing with the future of TVA. 


i nsoundness of revenue bonds 


Another important objection to S. 1855 and S. 1869 is that the issuance of 
revenue bonds by any agency of the Federal Government constitutes unsound 
fiscal procedure. The questions raised by such an extraordinary financing plan 
are entirely separate from the issue of whether TVA should expand its power 
facilities. 

The Comptroller General of the United States examined the revenue bond 
plan at the time it was originally proposed in bills before the 84th Congress. 
in a letter dated July 26, 1955, to Senator Chavez, chairman of the Senate 
Committee on Pullic Works, he made the following pertinent statement: 

“We do not think that agencies of the Government, other than the Treas- 
iry Department, should be authorized to borrow from the public for purposes 
of the character involved in this legislation, nor de we believe that the fiscal and 
debt management responsibilities of the Department should be weakened by 
authorizing other Government agencies to enter a field which is a normal func- 
tion of the Treasury Department.” 

One of the arguments that has been offered in favor of revenue bonds is that 
they would relieve the general taxpayer of the financial burden of annual ap- 
propriations and would shift the burden to others. 

The Comptroller General commented on the claim that revenue bonds would 
not have the same effect on the budget as direct appropriations and therefore 
are a desirable method of financing at a time when budget deficits are mounting 
or economy should be practiced. His letter to Senator Chavez states: 

“To our mind this reasoning alone does not justify the financing of a Gov- 
ernment activity by the sale of bonds to the public. In effect, such action would 
accomplish indirectly what Congress and the executive branch might be reluc- 
tant to do directly.” 

Further, the Comptroller General points out the effect of such financing on the 
debt ceiling in these words: 
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“Under the proposed legislation, the borrowing authority of TVA would be out- 
side of the public-debt ceiling and, as a result, the true financial facts of the 
Government’s debt position would be obscured.” 

Another argument that has been offered in favor of revenue bonds is that they 
would provide funds without adding to the national debt and without being an 
obligation on the Government. Speaking of revenue bonds that might be issued 
by TVA, the Comptroller General observed : 

“We think that, so far as the investing public is concerned, they would be 
regarded as obligations of the United States Government, and, as a practical 
matter, they would be moral and equitable obligations of the United States, 
since they would be issued by a wholly owned and controlled corporate instru- 
mentality of the United States Government.” 

It is not likely that TVA would have any difficulty selling the proposed 
revenue bonds because the bills (S. 1855, page 7, lines 1 to 4; S. 1869, page 7, 
lines 6 to 10) state that: 

“Bonds issued by the Corporation hereunder shall be exempt both as to prin- 
cipal and interest from all taxation now or hereafter imposed by any State 
or local taxing authority except estate, inheritance, and gift taxes.” 

This is contrary to all existing Federal borrowing practices and would put 
TVA’s bonds in the same tax-exempt class as bonds of State and local govern- 
ments. It is unsound fiscal practice for any Federal agency and would consti- 
tute a further national subsidy to the users of TVA power. 

If TVA were to be authorized to issue its own revenue bonds, as proposed 
in the bills, it is entirely possible that other agencies and offices of the Federal 
Government would seek similar authority. Such actions would remove Federal 
programs further and further from congressional and budgetary control. Shortly, 
under these relaxations of regulation, Federal agencies would become com- 
pletely independent entities except for the credit backing of the Government 

Even more dangerous than this freeing of Federal agencies for independent 
financing, however, would be the emergence of a dual budget for the Govern- 
ment. The dual-budget plan, which was advocated during the depression years, 
comes up from time to time, particularly when the country is confronted with 
a budget higher than it can finance. It is often spoken of as a “reform” and 
as a method of putting Government finances “on a business basis.” What is 
proposed is that expenditures for reimbursable Federal public works shall not 
be included in the regular budget and shall not be subject to the Federal debt 
limitation. 

Even the New York Times, which has been a strong supporter of TVA, in an 
editorial of April 4, 1957, after describing these proposals, stated : 

“Advocates of (these) particular reforms are striking at the very foundation 
of sound Federal finances. They are proposing reforms that are reforms in 
name only. When they urge that the Government adopt business methods, they 
do not point out the numerous limitations to which a business is subjected when 
it goes into the market with a long-term security issue—limitations to which 
the Government is not subject and which, even if they could be imposed, would 
be intolerable.” 

The editorial continues: 

“Since the balance of political pressure on the Executive and Congress is, 
by nature, almost invariably on the side of spending, an alert public opinion 
and an informed criticism of Government fiscal policy is not only a highly 
desirable element in any democratic society; it is, in the last analysis, the most 
important single instrument we have for preventing the ever-present political 
pressures on Government from producing a deterioration of fiscal policy, the 
most frequent cause of deterioration in monetary values.” 

Such a dual budget plan is exactly what is proposed in these bills. (S. 1855, 
page 4, lines 9 to 21; S. 1869, page 4, lines 15 to 24, and page 5, lines 1 and 2; and 
S. 2145, page 4, lines 1 to 8). The proceeds of the proposed revenue bonds and of 
power operations would be removed from apportionment and inclusion in the 
annual Federal budget and from inclusion under the statutory limits on the 
Federal debt. 

The Bureau of the Budget, in its letter of May 17, 1955, to TVA Chairman 
Vogel has the following to say in regard to this provision of the bills: 

“We believe that TVA should be subject to the same provisions of law as are 
other Government corporations in regard to these matters. The Government’s 
budget totals should continue to include the total programs of the Government 
agencies.” 
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One more objectionable aspect of the proposed TVA revenue bonds should 
be pointed out. For a long time to come they would be amortized not by 
revenues from the facilities constructed with the proceeds of the bonds but 
by revenues from the facilities previously constructed with appropriated funds 
and with the reinvested revenues of such appropriated funds. Thus the tax- 
payers all over the country, instead of receiving back principal and interest on 
their forced investment in TVA, would for some time be paying most of the 
principal and interest on the revenue bonds. S. 2145, however, provides for 
amortization and interest on both the revenue bonds and the Treasury invest- 
ment in TVA. 

To sum up our views on the fiscal and budgetary implications of the proposed 
revenue bond plan for TVA, the national chamber considers this plan a serious 
deviation from principles of good fiscal management. 


Continued imposition on taxrpayers 

The revenue bond proposal is a new device for perpetuating and enlarging 
the TVA electric power system. Merely changing the method of financing 
this Federal utility does not resolve the basic issue—that Government should 
not use taxpayers’ money to provide electric service for any section or area 
of the country. S. 1855 and S. 1869 do not remove the obligation of the Federal 
Government in the TVA area, but instead they propose to continue both Federal 
appropriations and the use of Federal credit to support additional borrowing 
from taxpayers. 

President Eisenhower stated the basic issue in the following words: 

“If the Federal Government assumes responsibility in perpetuity for providing 
the TVA with all the power it can accept, generated by any means whatsvever, 
it has a similar responsibility with respect to every other area and region and 
corner of the United States.” 

As of June 30, 1956, the total taxpayer investment in TVA power facilities 
amounted to more than a billion and a half dollars, according to the 1956 Annual 
Report of TVA. The investment is increasing rapidly, through continued annual 
appropriations and reinvestment of power earnings. There seems to be no end, 
unless all investment is stopped. Not only should further Federal investment 
in TVA power be halted, but the existing investment should be repaid as rapidly 
as possible to the taxpayers of the country. S. 1869 would cancel TVA’s obliga- 
tion to continue repayments of the appropriation investment. 

Under S. 1855 (see. 2, p. 9) TVA would be required to continue repayments 
of the appropriation investment until the investment has been reduced to $750 
million—the amount of revenue bonds authorized by this bill. 

Under S. 2145 (sec. 6, pp. 8-10) TVA would be required to continue repay- 
ments, not only of all of the appropriation investment in its power facilities 
but also of the value of properties transferred from other Government agencies 
and those built from accumulated net income from TVA’s power operations. 

As soon as the people of the TVA area become self-supporting in their power 
supply, they will no longer need financial assistance from other taxpayers for 
a service which they could provide for themselves. 


Inercased competition with industry 


The fourth important objection to the proposed legislation is that, under 
our free-enterprise system, Government should not compete with its citizens. 
This important concept is further violated if TVA is allowed to continue to 
expand. Federal competition has driven out practically all investor-owned 
electric utility business in the TVA service area. S. 1869 would allow TVA 
to extend and enlarge this competition, whereas S. 1855 and S. 2145 would 
restrict TVA’s power operations to its present service area unless authorized 
by act of Congress to extend its service area after TVA has submitted to the 
Congress and the Bureau of the Budget a request for such authorization. 

TVA should be relieved of its function of producing and transmitting subsi- 
dized electric power in competition with private enterprise. TVA should con- 
duet only its authorized nonpower functions. Eventually, the TVA power 
facilities should be transferred to local ownership and operation. This transfer 
should include transmission lines, steam plants, and hydroelectric plants at 
TVA dams, but not the dams or other related river-control facilities. 

Such a transfer from Federal ownership would inevitably lead to increased 
rates to power users in the TVA area. The new owners would soon realize 
that their revenues were insufficient to cover their production costs, such as 
interest and taxes, which TVA has long ignored. The higher rates that the 
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power customers would pay would necessarily include those elements of power 
cost which are now being paid by Federal taxpayers all over the United States 

Thus, the first step toward ultimate local ownership and operation of electric- 
power facilities in the TVA area is to require TVA, with the advice and consent 
of the Federal Power Commission, to adopt power rates which would cover 
all costs of production and transmission, repayment of and a fair rate of interest 
on the remaining taxpayers’ investment in power facilities, and the full equivalent 
of local, State, and Federal taxes. 

Even if the above elements of cost were included, consumers of TVA power 
would still be served at rates lower than those required by investor-owned enter- 
prises. This is true because Government interest rates are lower, unpaid interest 
has been reinvested in TVA power facilities, unrealistic allocations of costs 
of multipurpose projects to naviagation and flood control have reduced the 
apparent cost of power, and TVA’s costs have never included interest during 
construction, or workmen’s compensation. 

Repayment of investment 

S. 1869 would repeal the last three paragraphs under the subtitle “Independent 
Agencies and Corporations” in title II of the Government Corporations Appr 
priation Act of 1948. This is the provision which now requires TVA to make 








of the United States. In fiscal year 1956, TVA reports that it made payments 
to the Treasury of $59 million. Of this amount $14 million represented the fine! 
repayment on certain bonds of TVA held by the Treasury. 

Repeal of this repayment requirement would relieve TVA of a very substantial 
financial obligation. It also would mean that the taxpayers probably would 
never recover the remainder of the appropriation investment still in the prop- 
erty. S. 1869 makes no mention of any obligation to continue the payments 
It provides, down at the bottom of the list, that rates may be charged for 
power to cover “such additional margin as the Board may consider desirable 
for investment in power system assets, retirement of outstanding bonds 
advance of maturity, reduction of appropriation investment.” It seems evident 
that any funds available would be used first for reinvestment in power assets 
and then for reduction of the bonded indebtedness. 

It appears that, under 8S. 1869, two priorities would be set up for the applica- 
tion of TVA funds. Under the first priority, TVA would have firm obligations t 
make four types of payments: 

1. Operation, maintenance, and administration of the power system. 

2. Payments to States and counties in lieu of taxes. 

3. Debt service on outstanding bonds. 

4. Interest on the appropriation investment at the computed average interest 
rate payable by the Treasury upon its total marketable public obligations. 

Under the second priority, TVA would be permitted to make three payments if 
considered desirable by the TVA Board: 

1. Investment in power system assets. 

2. Retirement of outstanding bonds in advance of maturity. 

3. Reduction of appropriation investment. 

S. 1855, on the other hand, would require TVA to continue its statutory re- 
payments of the appropriation investment until this investment has been reduced 
to $750 million, which is the amount of revenue bonds authorized by the bill 
This provision would give the taxpayers an equity investment equal to the bond 
holders’ investment. 

S. 2145 would require TVA to pay back over a 40-year period not only all 
the appropriation investment but also the value of properties transferred to 
TVA from other Government agencies and used for power purposes and those 
built by TVA from accumulated net income from its power operations. 

The chamber can see no reason why TVA should not be required to continue 
its statutory repayments of the appropriation investment until the entire amount 
has been repaid, as would be required by S. 2145. 

Payment of interest 

S. 1855, S. 1869, and S 2145 eall for the payment of interest on the so-called 
appropriation investment in power facilities. Payment of interest would certainly 
be desirable, but the rate proposed by S. 1855 and §. 1869 is unrealistic and ut 


terly inadequate. Instead of making the rate identical with the computed aver- 
age rate payable by the Treasury on its total marketable public obligations, the 


rate should be at least equal to the current rate on long-term Federal bonds 
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troller, General of the United States, contained in his 1956 audit report on the 
TVA, which reads as follows: 

“We are continuing our recommendation that the Authority be directed to 
pay interest on the investment of Federal funds allocated to power, including 
construction in progress and investigations for future projects, at a rate adequate 
to reimburse the United States Treasury for the cost of providing funds.” 

Furthermore, 8. 1855 and 8. 1869 do not provide for payment of any interest 
on the accumulated net earnings, which, instead of being returned to the Treas- 
ury, have been invested in new TVA power facilities. The investment involved 
us of June 30, 1956, is more than $355 million. 

S. 2145, on the other hand, would require payment of interest on the accumu- 
lated net earnings invested in TVA power facilities as well as the direct appro- 
priation investment. The rate of interest called for in S. 2145 is “the computed 
average interest rate of the outstanding publicly held bonds of the Corporation” 
authorized by section 1 of the bill. 

Reinvestment of power revenues 

S. 1855 would repeal a provision of the Government Corporations Appropria- 
tion Act of 1948 which requires the consent of Congress for TVA to build new 
powerplants by using retained earnings. The fact is, however, that TVA is doing 
just this now, without complete congressional approval. TVA has applied its 
earnings toward new units at existing plants, claiming by interpretation that this 
procedure was not denied by the 1948 act. 

The Comptroller General’s 1956 audit report proposes that this situation be 
clarified by Congress, stating: 

“We are continuing our recommendation that legislation be enacted requiring 
TVA to ebtain specific and prior approval from the Congress to construct or ac- 
quire new steam-electric generating units.” 

S. 1986 and 8, 2145 would accomplish this purpose. 8S. 1869, however, would 
require Congress to act within 60 days after being notified by TVA of its in- 
tentions to use its power revenues to construct an additional “power-producing 
project.” It should be noted that the language in S. 1869 does not clarify, as do 
S. 1986 and 8S. 2145, TVA’s claim that a new unit at an existing project is not a 
new “power-producing project.” 


Vo limitations on bonds 


S. 1869 would permit the Corporation to issue bonds without the consent of 
the Congress as to the extent, rate or terms of the bond agreements, and to 
pledge the revenues of the Authority to service them. 8S. 1855 and 8. 2145 would 
limit the bonds to be issued to an aggregate amount not to exceed $750 million. 
’ I eall your attention to the language of the bills (S. 1855, p. 4, lines 6-9; 8S. 
LS69, p. 4, lines 12-15; and §. 2145, p. 3, lines 17-20) as follows: 

“Bonds issued by the Corporation hereunder shall not be obligations of nor 
shall payment of the principal thereof or interest thereon be guaranteed by, the 
United States.” 

This provision sound good, but the extent of the protection it would afford the 
taxpayers can best be judged by what Senator Kerr said in 1955 on this subject, 
and | quote: 

“T want to say, as far as I am concerned, I regard any bond issued by this 
Authority (TVA) of the same dignity and obligation as that of a Government 
bond * * * My position would be at any time these bonds get into default, that 
I would sponsor legislation to hold the holders of these bonds secure.” 

S. 1869 contains no limit on the amount of bonds to be issued, and little re- 
straint on the purposes for which the proceeds may be used. The list of what 
the Corporation, without the consent or approval of the Congress, can use the 
money for is all-inclusive. 5S. 1869 says (p. 2, lines 3-12): 

“The Corporation may, in performing functions authorized by this act, use 
the proceeds of such bonds for the construction, acquisition, enlargement, im- 
provement or replacement of any plant or other facility used or to be used for 
the generation or transmission of electric power * * * as may be required in 
connection with the lease, lease-purchase or any contract for the power output 
of any such plant or other facility; and for other purposes incidental thereto.” 

Under these broad provision TVA could do nearly anything. For example, it 
would not have to get the consent of Congress, unless Congress should act within 
the G0-day notification period provided, to move in on its utility neighbors any- 
where and take them over. TVA has done this in the past. If S. 1869 should 
become law, TVA could expand in any direction, increasing its size and influence, 
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S. 1855 contains (p. 2, lines 3-16) language similar to that quoted above, but 
limits the authority thus granted to the present service area of the Corporation. 
It then goes on to state (p. 2, lines 16-22) : 

“Proceeds of such bonds may be used outside such service area if authorized 
by law after the Corporation has submitted to the Congress and the Bureau 
of the Budget a request for such authorization. The term ‘service area’ as used 
in this subsection means the area regularly served during the month of February 
1957 with electric power generated by the Corporation.” 

S. 2145 limits TVA’s sales of electric power to its present service area (sec. 10, 
p. 11-12) “except as may subsequently be specifically authorized by law after 
the Corporation has submitted to the Congress and the Bureau of the Budget a 
request for such authorization.” 


Lease-purchase plan 

S. 1855 and S. 1869 contemplate that additional power capacity for TVA might 
be obtained under lease or lease-purchase agreements with TVA’s customers or 
distributing agencies. By amending the TVA act to insert a new section 15 (d), 
a lease-purchase plan would be set up under which non-Federal bodies would. be 
allowed to build their own powerplants and sell power to TVA for resale to 
TVA’s customers. Under such arrangements, TVA would appear to be an un- 
recessary middleman, and the local agencies would be under a two-way obliga- 
tion with respect to TVA. 

Furthermore, in 8. 1869 (p. 10, lines 3-11), but not in S. 1855 or in 8S. 2145, TVA 
is given permission to transfer land to, or perform engineering and construc- 
tion work.and other services for, any agency with whom ih has an agreement 
providing for lease or purchase of its facilities or in which it has any interest. 
TVA should not be allowed to engage in such work in direct competition with 
private engineering and construction firms. 

Revenue or general obligation bonds issued by local agencies to build power 
facilities for TVA, would not only disguise the debt incurred for additional TVA 
power but also would enable TVA to circumvent the intent of the Congress. 
Authorization to make lease-purchase arrangements would be an unwise grant 
of power to TVA. 

If the local public agencies that purchase power from TVA were freed from 
the restrictive “sole-supplier” clause of their contracts with TVA, as would be the 
ease if S8.-2145 were enacted into law, they would not have to depend on TVA but 
could purchase power elsewhere or develop their own power for their own use. 
Any power thus developed and not needed locally, if sold to TVA, should be sold 
under contracts by which TVA would not gain any equity in the local invest- 
ment. Such surplus above local needs should be sold at full-cost rates approved 
by the Federal Power Commission. We favor section 11 of S. 2145 which would 
amend section 10 of the TVA Act and remove this “sole-supplier” provision. 


Making power a local responsibility 

In my opening remarks I said that the national chamber proposes a 10-point 
program of TVA legislation in lieu of the revenue bond plan. Our program if 
enacted into law would correct most of the injustices which now exist and would 
accomplish much that should be done in the interest of the taxpayers of the 
country. The essence of this program is that eventually the electric power 
generating and transmission facilities of TVA, but not the dams, would be sold 
to local private or public ownership, thus discontinuing the obligation of Federal 
taxpayers for power supply in the TVA region. 

The national chamber’s 10-point program is as follows: 

1. Establish the policy that no further funds from either Federal appropria- 
tions or revenue bonds be used for construction or operation of TVA’s power 
facilities. 

2. Require TVA to develop a new power-rate structure, in collaboration with 
the Federal Power Commission, which will reflect all costs, including interest, 
taxes, and amortization on a sound accounting basis. 

3. Free TVA’s distributing agencies from the “sole-supplier” clause of their 
contracts with TVA so that they may (1) purchase power elsewhere; (2) 
build and operate powerplants of their own, but not under lease or lease-pur- 
chase arrangements with TVA; or (3) sell power to TVA at full-cost rates ap- 
proved by the Federal Power Commission. 

4. Require TVA to continue repaying to the Treasury within 40 years, or less, 
the funds invested in power, and to pay interest on the remaining Treasury in- 
vestment at current rates of interest on long-term Treasury bonds. 
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5. Require TVA to pay to local and State Governments the full equivalent of 
local and State taxes on like private enterprise. 

6. Require TVA to pay into the Treasury, in addition to the principal and 
interest on invested funds, a suitable percentage of gross revenue in lieu of, 
and in line with, Federal income taxes. 

7. Require TVA to pay to the Treasury the depreciation accruals and surplus 
revenues, after other obligations have been met. 

8. Until all Federal funds have been paid back, with full interest, require that 
Congress retain full control of TVA policies ; require that the present system of 
annual audits by the General Accounting Office be continued; and require that 
TVA comply with the Government Corporations Control Act regarding the 
deposit of its funds in the United States Treasury. 

9. Limit TVA to its present service area. 

10. Permit local private or public power agencies to purchase all or any part 
of TVA’s powerplants and transmission facilities, without preference as to 
whether the agency is public or private. 

Until completely relieved of its power functions, TVA should stay within its 
present service area and be limited to its existing facilities, and should give its 
primary attention to the statutory authority to serve domestic and rural needs. 
Additional power supply in the area should be provided by the industries and 
municipalities themselves, either through their own construction or by purchase 
of power from outside sources. 


Approval of S. 2145. with amendments 


S$. 2145 would provide for the enactment into law of all of the chamber’s pro- 
gram except points No. 1 and No. 10. Two amendments to 8. 2145 would make 
it agree substantially with our proposals. One amendment should be the elimi- 
nation of section 1 of S. 2145 which authorizes TVA to issue revenue bonds. 
The second amendment should be the addition of a section authorizing the sale 
to local public or private utilities of TVA’s power-generating plants and trans- 
mission facilities. 

We therefore endorse S. 2145, with these suggested amendments, as being a 
close parallel with and a forthright effectuation of most of our 10-point program. 
The pertinent sections of S. 2145 are as follows: 

Sections 2, 3, 4, and 5 would require the Federal Power Commission to develop 
a new electric power-rate structure for TVA which would reflect all costs, includ- 
ing interest, taxes, and amortization on a sound accounting basis. (This is point 
2 of the chamber’s 10-point program. ) 

Section 11 would free TVA’s distributing agencies from the “sole supplier” 
clause of their contracts with TVA so that they may: (1) Purchase power else- 
where; (2) build and operate powerplants of their own, but not under lease or 
lease-purchase arrangements with TVA unless specifically authorized by Con- 
gress; or (3) sell power to TVA at full-cost rates approved by the Federal 
Power Commission. (This is point 3 of the chamber’s 10-point program. ) 

Section 6 would require TVA to continue repaying to the Treasury within 40 
years, the funds invested in power facilities, including the value of properties 
transferred to TVA from other Government agencies and used for power pur- 
poses and those built by TVA from accumulated net income from its power 
operations. It also would require TVA to pay interest on the Treasury invest- 
ment at the computed average interest rate of the outstanding publicly held 
revenue bonds authorized by the bill. (This is point 4 of the chamber’s program. ) 

Section 8 would subject TVA’s facilities for the production and distribution of 
electric power to taxation by the State and local governments. 
of the chamber’s program. ) 

Section 6 would require TVA to pay into the Treasury of the United States 
“amounts, as determined by the Federal Power Commission, equal to the Federal 
income taxes that are foregone by the Treasury of the United States by reason 
of the electric utility system of the Corporation not being owned and operated 
by a conventionally financed taxpaying electric utility enterprise.” (This is 
point 6 of the chamber’s program. ) 

Section 7 would require TVA to pay into the Treasury the depreciation accruals 
(except for replacement purposes) and surplus revenues after all other obliga- 
tions have been met, unless specifically authorized for use for construction pur- 
poses by the Congress after consideration of budget programs transmitted by the 
President. (This is point 7 of the chamber’s program.) 

Section 7 also would give the President and the Congress, through the regular 
budgetary procedure, full control over TVA’s power policies, and the present 
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system of annual audits by the General Accounting Office would be continued. 
(This is point 8 of the chamber’s program.) In addition, section 9 would 
require TVA to keep its books and records according to the rules and regulations 
prescribed by the Federal Power Commission for all public utilities. 

Section 10 would restrict TVA to its present service area except when specifi- 
eally authorized otherwise by Congress. (This is point 9 of the chamber’s 
program.) 

The only parts of the chamber’s 10-point program which would not be accom- 
plished by enactment of 8S. 2145 are: 

Point 1. To establish the policy that no further funds from either Federal 
appropriations or revenue bonds be used for construction or operation of TVA’s 
power facilities; and 

Point 10. To permit local private or public power agencies to purchase all or 
any part of TVA’s powerplants and transmission facilities. 


Conclusion 

The proposals for authorizing TVA to issue revenue bonds introduce a new 
concept of financing a government activity which the Chamber of Commerce 
of the United States believes to be an unsound fiscal policy. The ostensible 
purpose of the proposed legislation is to permit TVA to continue to expand its 
electric generating facilities to supply the growing demand for power in the 
region. 

Under the terms of S. 1869, however, the results would be to unleash an un- 
bridled expansion of generating capacity, service territory, and subsequent in- 
fluence on the local economy. The basic TVA Act would be amended to lessen, 
rather than strengthen, congressional control over an agency of the Federal 
Government. The area now served by TVA power would enjoy even greater sub- 
sidies than at present. The Tennessee Valley Authority would not be under 
compulsion to maintain efficiency and economy, or to account to Congress and 
the taxpayers. 

The end result of S. 1869 would be to cloak the TVA with much more new 
authority than its founders visualized, even while many people throughout the 
United States feel that TVA has served its original purpose and should be re- 
strained. When the consequences of S. 1869 are weighed, the conclusion must be 
that it is a dangerous adventure, the cost of which cannot be reckoned. 

While 8. 1855 is more restrictive of TVA than 8. 1869, it would still allow TVA 
to continue as a subsidized government electric power utility. 

S. 2145 would authorize TVA to issue a limited amount of revenue bonds under 
congressional control, but it would end TVA’s power subsidies and compel TVA 
to operate under the terms of the Federal Power Act like any taxpaying electric- 
utility enterprise. S. 2145 also provides a plan for the orderly return of the tax- 
payers’ investment in TVA with interest. 


Recommendations 

The Chamber of Commerce of the United States, therefore, recommends that 
this committee not approve S. 1855 or 8S. 1869. Instead we strongly recommend 
that the committee approve S. 2145 after amending it to (1) delete section 1 
authorizing TVA to issue revenue bonds; and (2) add a section to permit local 
private or public power agencies to purchase, at prices approved by the Federal 
Power Commission, all or any part of TVA’s powerplants and transmission 
facilities. 

If this is not done, by all means S. 1986 should be approved as the first step in 
regaining congressional control over TVA, 


Fort PAYNE CHAMBER OF COMMERCE, 
Fort Payne, Ala., June 5, 1957. 
Hon.Lister HI Lt, 
United States Senate, 
Washington, D. C. 

DeEaR SENATOR Hitt: You know of the testimony of Mr. Louis V. Sutton, 
president and chairman, Carolina Power & Light Co., as chamber of commerce 
spokesman before the House Public Works Committee wherein he proposed a 
10-point program for the containment, restriction and eventual dissolution of 
the electric power development of TVA. 
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We wish to inform you and the Congress that Mr. Sutton was not representing 
the Fort Payne Chamber of Commerce, and we had no notice that this was the 
policy of the national chamber. We have never been asked to vote on such a 
policy and know of no other chamber that has done so. We strongly protest the 
action of Mr. Sutton in saying that this 10-point program was a representative 
view of the chamber of commerce throughout the country. 

We ask that you put us on record before the Senate committee now holding 
hearings on the TVA self-financing bill (Kerr bill) as protesting the action of 
Mr. Sutton in representing his program as that of the chamber of commerce 
throughout the Nation. 

Sincerely yours, 
PavuL Crow, President, 

Senator Gorr. The committee will next hear Mr. Walter Sammis, 
Edison Electric Institute, Akron, Ohio. 


STATEMENT OF WALTER H. SAMMIS, PRESIDENT, OHIO EDISON CO. 


-Mr. Samnis. My name is Walter H. Sammis. 

Senator Gore. I would like to say before you start that I recall the 
very pleasant experience I enjoyed, and which I think you enjoyed, 
when we occupied the stage of the debating society of—was it 
Columbus ? 

Mr. Sammntis. Yes, sir. 

Senator Gore. I am very happy to see you again. 

Mr. Samais. I enjoyed it too, sir. 

Senator Gorr. I hope that the points of view that you expressed 
then, which were so erroneous then, have now been changed by force 
of logic as you have seen events unfold. 

Mr. Sammtis. I hate to start on the opposite side, Senator, but my 
views have not changed, sir. 

Senator Gore. Do you mean you have made no progress at all ? 

Mr. Sammnis. I might try to put that shoe on the other foot. I had 
thought that perhaps TVA had begun to see a little light, as evi- 
denced by some of the 

Senator Gore. It is the best lighted valley in the world. 

Mr. Sammis. Senator, as long as we are chatting about the debate, 
you might have the record of it put in this record, if agreeable to 
you. 

Senator Gore. Maybe somebody else can suggest that. I am hard- 
ly in position to put it in myself. I really regret depriving posterity 
of its benefits. 

Mr. Samnis. I would be delighted to put it in if agreeable to you. 

Senator Gore. The committee will be very pleased to hear your 
unchanged views. : 

Mr. Sammis. Thank you, Senator. 

My name is Walter H. Sammis. I am president of Ohio Edison 
Co., an electric utility company with general offices in Akron, Ohio 
and president of its subsidiary, Pennsylvania Power Co., with head- 
quarters at New Castle, Pa. I am a past president of the Edison 
Electric Institute, have served on the board of the National Associa- 
tion of Electric Companies, and have been active in industry af- 
fairs for more than 30 years. I have been asked by representatives 
of our industry to submit a statement to your committee. 

_ appreciate the opportunity of being permitted to express an opin- 
ion in opposition to the proposals that would authorize the Tennes- 
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see Valley Authority (TVA) to issue revenue bonds for the purpose 
of financing additions to its power system. These proposals are 
contained in S. 1869, introduc ‘ed by Senator Robert S. Kory, S. 1855, 
introduced by Senator John Sherman C ooper, and §, 2145, introduced 
by Senator Edward Martin. 

"While the provis and in some respects 
differ s all three would authorize the issuance of rev- 
enue bonds by TVA to obtain additional capital for expansion of 
its facilities. Thus the question today concerns itself with an ex- 
pansion or increase in TV A’s operations. 

All of the proposals under consideration assume that TVA as it 
presently exists 1s a proper function of the Federal Government. 
Aside from the question of the validity of this assumption, which 
question may not be relevant to the present proposals, it is most 
pertinent to ask: What is the obligation of the Federal Government— 
through TVA? Is it to be committed to supply all present and fu- 
ture power requirements in the area now served by TVA? Or in 
areas not now served by TVA ? 

It is submitted that the only obligation of the Federal Govern- 
ment with respect to such expansion is to see that there are no eae 
obstacles to the providing of electricity in the Tennessee Valley are 
by nongovernmental taxpay ing oper rations. 

I know of no constitutional or statutory mandate which requires 
TVA to assume the exclusive responsibility of furnishing all present 
and future power requirements in the area served by TVA. If, in 
the future, the electric customers in the area served by TVA need 
more power, I am firmly of the opinion that such additional power 
could be and should be supplied by investor-owned companies. 

I do not believe the Federal Government should engage in any 
proprietary business, including the electric power business, i in com- 
petition with its citizens, where taxpaying businesses are willing and 
able to do the job. 

Senator Gore. Would you make that statement about highways? 

Mr. Samuas. I think highways—I would like to check with my 
counsel—are covered by the Constitution. I know the Post Office is 
covered by the Constitution. 

Senator Gore. I wasn’t referring to the Constitution. I was refer- 
ring to your statement that— 

I do not believe that the Federal Government should engage in any proprietary 
business, including the electric power business, in competition with its citizens, 
where taxpaying businesses are willing and able to do the job. 








I am referring now to highways—— 

Mr. Sais. Do you mean toll turnpikes ? 

Senator Gore. Yes. 

Mr. Samais. I thought you meant public roads. I am sorry. I 
thought public roads were 

Senator Gorge. Do you think 

Mr. Samais. I thought public roads were a constitutional function. 
T am not sure of that. 

Senator Gore. Do you think TVA is not a constitutional function ? 

Mr. Samnis. I agree it is not a constitutional function. 

Senator Gore. You can’t find agreement with me, you know. But 
you make a broad statement. 
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Mr. Sammis. Yes, sir. I think where private enterprise is willing 
and able to do the job and pay taxes, it should do those jobs, whether 
it is manufacturing automobiles, whether it is producing steel, or 
whether it is tilling the soil. 

Senator Gore. Are you aware that this same position and argu- 
ment was taken and made when public schools were advocated ? 

Mr. Samais. No, sir; I am not familiar with that fact. 

Senator Gore. Are you aware that the same argument was made 
only a few years ago against a proposal that the Federal Government 
camek upon a program to assist in a highway construction ? 

Mr. Samnis. I did not follow that testimony, Senator. 

Senator Gore. I am not surprised you didn’t follow it, but it is a 
fact. In fact, speeches were made that it would be highly socialistic. 
I believe you apply that term to TVA now and then. 

Mr. Samonis. At the House hearings, sir, Representative Jones held 
up an ad on which there was the term “socialism” and that caused 
my comment, and I still stand behind my comment. I did not intro- 
duce it myself, Senator. 

Senator Gorr. Did you use the term “creeping socialism” ? 

Mr. Sammnis. No, sir. I have never used the term “socialism.” I 
said it was a form of socialism. 

Senator Kerr. How do you define “socialism” ? 

Mr. Samnis. I have the dictionary term. 

Senator Kerr. Do you have to go to the dictionary to get it? 

Mr. Samois. Webster is my guide in that, Senator Kerr. 

Senator Kerr. Did he write the ad? 

Mr. Samis. I beg your pardon ¢ 

Senator Kerr. Did Webster write the ad ? 

Mr. Sammnis. Oh, no, but my interpretation of words normally 
comes from the dictionary. At least I prefer to use the dictionary 
for interpretation. 

Senator Kerr. Your use of the term then was based on Webster’s——- 

Mr. Samus. Unabridged New International Dictionary. 

Senator Kerr. Its definition of it ? 

Mr. Samnis. Yes, sir. 

Senator Kerr. That is interesting. Do we have such a document 
in the room ? 

Mr. Samais. I can give you the definition. 

Senator Kerr. You wouldn’t mind if I looked at the book while you 
read an excerpt that had been copied from it, would you? 

Mr. Samais. No, sir, not at all. 

Senator Kerr. This is the New Collegiate. I don’t suppose he 
changed his definition since he brought the New Collegiate out, do you? 

Suppose you read the definition that you accept. 

Mr. Samais. The definition that I have, sir, is: 

A political and economic theory of social organization based on collective or 
governmental ownership and democratic management of the essential means for 
the production and distribution of goods. 

Senator Kerr. You take the position that any governmental owner- 
ship and democratic management of the essential means for the pro- 
duction and distribution of any goods is what ? 

Mr. Samais. A form of socialism. 
Senator Kerr. And as such your attitude toward it is what? 
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Mr. Samus. As I mentioned in this paragraph that I just read, 
where taxpaying businesses are willing and able to take care of the 
production and distribution, they should be permitted to do so. 

Senator Kerr. What is it that you are president of ? 

Mr. Sammars. Ohio Edison Co. 

Senator Kerr. Is that a collective ownership ? 

Mr. Sammais. Ohio Edison Co. bonds are held by insurance com- 
panies, banks, other investors. Its common stock is held by 

Senator Kerr. Who owns the company, the bondholders or stock- 
holders ? 

Mr. Samis. The stockholders. I was covering all securities. The 
stockholders. We have about 68,000 stoc -kholders. 

Senator Kerr. About 68,000? 

Mr. Samais. Yes, sir. 

Senator Kerr. Of course they own their stock individually, don’t 
they ? 

Mr. Sammis. Some stockholders. Other stock is owned by uni- 
versities, for instance. 

Senator Kerr. Would you say that the ownership of the company 
is a collective ownership ? 

Mr. Sammis. I don’t understand the word “collective.” 

Senator Kerr. You sprang it on me just now. 

Mr. Samnis. May I look at the dictionary again, sir? 

Senator Kerr. Surely. 

I took it when I asked you, and you said you wanted to go to the 
source of the authority of it, that you would understand it then. 

Mr. Samnis. Right, sir. 

Senator Kerr. Now you tell me you don’t know what it means. 

Mr. Samoas. I prefer to refer to the dictionary. 

Senator Kerr. If you don’t know what it means—— 

Mr. Sammis. Leave off the word “collective,” sir. It is govern- 
mental ownership that bothers me. 

Senator Kerr. No. This says “based on collective or governmental 
ownership.” 

Mr. Samnis. Right. I have the impression 

Senator Kerr. I take it that that “or” is an alternative. 

Mr. Samais. I had felt that it was perhaps synonymous. 

Senator Kerr. You had? 

Mr. Sammnis. I don’t know. That is the reason I wanted to look 
at the dictionary. 

Senator Kerr. You shouldn’t define by feeling, you know. 

Mr. Sammnis. Well, Senator, I am a great believer in using words 
as they 

Senator Kerr. You probably use the Braille system at times. 

Mr. Samanis. I am a little old for that, sir. 

Senator Kerr. I would say you were just about the right age. 
[Laughter.] Certainly if I know anything—and this is the first time 
I have been exposed to this particular group of words in this par- 
ticular order of use—if I understand the word “or” it is an alterna- 
tive. You said God created man, male or female. Is that synony- 
mous? 

Mr. Sammis. Both being human beings, sir. 

penabes Kerr. But is it synonymous ? 

Mr. Samus. They are a different sex, both are human beings. 
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Senator Kerr. Quite a difference, though ? 

Mr. Samais. Oh, yes. 

Senator Kerr. And if there is that degree of difference then it 
wouldn’t be synonymous. They say black or white. Do you think 
that is syonymous ? 

Mr. Samus. They are both colors, but they are different colors. 

Senator Kerr. Are they synonymous / 

Mr. Sammars. As different colors. 

Senator Kerr. I say are they synonymous? Or do you know? 

Mr. Samais. We get intoa play on words, Senator. 

Senator Kerr. You brought them in. 

Mr. Sammis. And semantics is a very difficult subject. 

Senator Kerr. Don’t use that word unless you go to the dictionary 
and read the definition, because I can never remember it one day to 
another. Can we talk about this without the use of the word 
“semantics” ? 

Mr. Sammis. Yes. 

Senator Kerr. That would be a courtesy to me, because when you get 
on to that I have to go back and refresh my memory. I want to know 
now if you are taking a position that when words are used in a sentence, 
or a description on either side of the word “or,” that is a conjunction, 
isn’t it? 

Mr. Samis. I think they can be used either way, Senator. 

Senator Kerr. But this uses it this way, doesn’t it ? 

Mr. Samnis. Which way ? 

Senator Kerr. “Or.” 

Mr. Sanmis. I think that words on either side of “or” can be 
synonymous or not sy hea Pal 

Senator Kerr. I do, too. I do, too, but are they necessarily synony- 
mous? 

Mr. Samnis. Not necessarily. 

Senator Kerr. Then, if 

Mr. Samos. I am talking in general, sir, as to words on any side. 

Senator Kerr. Let’s apply it to the definition that you read to the 
committee. 

Mr. Samnis. May I look at the dictionary on “collective”? 

Senator Kerr. You looked at the dictionary on the word “social- 
ism” without my permission. Do you have to have it now? 

Mr. Samnis. I happened to have that definition with me. 

Senator Kerr. I will tell you right now that we strive to please, 
and the customer is always right. Will somebody copy the defini- 
tion for him, or hand him the dictionary @ I don’t want to give him 
this one. 

Mr. Sammnis. Senator Gore, would you be good enough to read it? 

Senator Gore. I want you to read it [handing the dictionary to Mr. 
Sammis]. 

Senator Kerr. When a man looks at it and doesn’t know whether 
it is synonymous or not, I wouldn’t want to put the strain on him 
by having him determine it after having listened to it being read. 

Are you having trouble? 

Mr. Samnis. No, sir, I was just waiting. You were waiting on 
me? I apologize. 

I have “collective” used as an adjective in this sentence. 

Senator Kerr. What does this say right here? 
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Mr. Samnis. That says: 


adjective : formed by gathering or collecting ; gathered into a mass, sum, or body; 
congregated or aggregated; as, a collective body of a nation. 
And that is the sense in which I was using it. 

Senator Kerr. You weren’t using the dictionary, were you! How 
do I know in which sense you were using it ? 

Mr. Samnis. That is the sense of my ‘inter pretation. 

Senator Kerr. You declined to interpret awhile ago except to what 
the dictionary said. 

Mr. Sammis. That is correct. 

Senator Kerr. “Collective,” as I read this, has a lot of meanings. 
“Characteristic of or relating to a group of individuals.” Would you 
say that might describe a corporation ? 

Mr. Samais. It goes on to say: 

* * * as, the social or collective interests of mankind. 


Senator Kerr. That is in the illustration, but that is not the limi- 
tation. It is not limited to that, is it? 

Mr. Samnis. Again I have to read what it says. 

Senator Kerr. Does it say it is limited to that? 

Mr. Sammnis. I don’t see any such word, Senator. 

Senator Kerr. I don’t either. 

Formed by gathering or collecting, gathered into a mass, sum, or body, congre- 
gated or aggregated. * * * 

Mr. Samnis. And then it defines, as I understand the reading of 
the dictionary, “as a collective body of a nation.” 

Senator Kerr. Would you regard the “collective body of a nation” 
more or less as a group of stockholders in this country ¢ 

Mr. Samnis. No, sir. 

Senator Kerr. You wouldn’t? 

Mr. Samnis. No, sir. I think that is governmental. 

Senator Kerr. I think that is correct. What do you think it is? 

Mr. Sammis. I think they are talking about governmental. 

Senator Kerr. I think that you have a collective organization. I 
think your corporation is a collective organization. 

Mr. Samus. That is not my opinion, sir. 

Senator Kerr. That is all right. I respect your right to h: ave your 
opinion, and I presume you respect my right of having my opinion. 

Mr. Sammas. Absolutely. Yes indeed. 

Senator Kerr. I think this little discussion has been helpful. I 
have learned something and I contemplate the possibility that maybe 
you have. 

Mr. Samnis. Thank you, sir. 

The record proves conclusively that America’s investor-owned elec- 
tric light and power companies can be relied apes to meet the chal- 
lenge ‘of the ever-growing requirements of the Nation for electric 
service, no matter how substantial they may be. This is exemplified 
by the efforts of four power companies in the Pacific Northwest to 
develop hydroelectric projects on the Middle Snake River and by the 
plans of Alabama Power Co. to complete the development. of the 
Coosa River—to mention but two of these important projects. 

It should be the policy of the Federal Government to cooperate 
with taxpaying businesses and to encourage their participation to 
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the fullest possible extent in the power feature of water resources 
instead of engaging in unfair competition through the advantages of 
Government subsidies. 

Senator Kerr. Let’s talk about Government subsidies. 

Has your company received any certificates of accelerated depreci- 
ation ¢ 

Mr. Samais. Yes, sir. 

Senator Kerr. How much ? 

Mr. Samnis. $46 million as of February 28, 1957. 

Senator Kerr. Accelerated to what extent ? 

Mr. Samnis. That was a percentage of 47 percent. 

Senator Kerr. Was $46 million the amount of the certificate ? 

Mr. Samnis. Yes, sir. 

Senator Kerr. The question I am asking you is to what degree that 
amount was accelerated ¢ 

Mr. Sammis. Under the certificates, sir, you can amortize that $46 
million for tax purposes over a 5-year period, as compared with the 
useful life of the property. 

Senator Kerr. Which is ordinarily what? Thirty or thirty-five 
years ¢ 

Mr. Samis. 30 to 3314 year 

Senator Kerr. Then that means that in 5 years you will set up on 
your accounting statement a charge of $9,200,000 a year. Right? 

Mr. Samnis. Yes, sir. 

Senator Kerr. When ordinarily you would have set up about 
$1,500,000 a year? 

Mr. Samnis. Yes. 

Senator Kerr. So that in that first year, instead of charging in- 
come to $1,500,000, you charge it to $9,200,000, or a difference of 
$7,700,000 ? 

Mr. Samnis. I will accept your subtraction, I didn’t check the 
figures. 

Senator Kerr. You are pretty good at reading. Write them down 
and see how they jibe. 

Mr. Samnis. $46,565,000. 

Senator Kerr. $46 million. <A fifth of that is $9,200,000. 

If you divide it by 33 you would get roughly $1,500,000, the way 
I did it, half in my head and half on paper. How much would it be? 
Have you got a mathematician there? If you amortize that over 33 
years how much a year would it be? 

Mr. Samnis. It would be 3 percent times—you are right, $1.38 
million. 

Senator Kerr. Take $1.38 from $9,200,000. 

Mr. Samnis. $7,820,000. 

Senator Kerr. In other words, that first year you would charge 
$7,820,000 more against income than you would have 

Mr. Sastatts. No, sir. I thought we were getting depreciation, We 
are getting into an income tax situation; income tax is 52 percent. 

Senator Kerr. I didn’t say that you saved that much taxes. 

Mr. Sawmis. Sorry. I was only trying to be helpful. 

Senator Kerr. I don’t believe you were. [Laughter. ] 

Mr. Samntis. I was. 

Senator Kerr. I think you thought you caught me in a mistake. 
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Mr. Samus. No, I was just trying to be helpful to you, sir. In 
fact, I would like to go into this whole subject further. 

Senator Kerr. Let’s take one step at a time. 

Mr. Samnis. All right. 

Senator Kerr. $7,820,000 you would be able to charge that first 
year against income that you wouldn’t have without that accelerated 
depreciation certificate ? 

Mr. Samnis. Yes. 

Senator Kerr. And that saves you how much taxes that year? 

Mr. Samnis. Fifty-two percent, isn’t it ? 

Senator Kerr. It saves you 52 percent of it on Federal taxes. 

Mr. Sammis. I get 41% million. Of course, there is one difficulty 
we are running into, Senator 

Senator Kerr. You didn’t figure it right. I get $4,069,000. 

Mr. Sammis. You are right. I made a mistake. 

There is this point that I would like to mention, to help us clarify 
each other. This point we are making, that we are talking about, is 
on the assumption that this $46 million all occurred in the same 
5-year period. It doesn’t actually occur in the same 5-year period.. 

Senator Kerr. Whatever it lacks occurring in a 5-year period-—— 

Mr. Samais. It goes 5 years—each piece. 

Senator Kerr. Each one goes 5 years? 

Mr. Samais. Right. 

Senator Kerr. So that the practical and end result of it would be 
the same as though it had all occurred in 1 year and started in 1 year. 

Mr. Samnis. From a cash 

Senator Kerr. Whether you get a fifth of it 

Mr. Sammis. From the cash standpoint, Senator, it occurs in the 
different years. 

Senator Kerr. I understand it does. But the sum total of the 
effect of it is the sanie as though it all occurred beginning at one 
time. 

Mr. Samors. Not necessarily. 

Senator Kerr. Be careful. Have you got an accountant here? 

Mr. Samnis. No, sir. 

Senator Kerr. You need one of them worse than you need a dic- 
tionary. [Laughter. | 

Mr. Samais. I find I need a lot of assistance in my work. 

Senator Kerr. I am not an accountant either, but I can figure that 
out. 

Mr. Sammnis. I don’t know that we are talking about the same 
point. 

Senator Kerr. I will tell you what I am going to show in this line 
of questions. I am going to show how long’ you “get a certain amount 
of money interest free by reason of that ‘accelerated depreciation 
certificate. 

Mr. Samis. And if you ask me, I will give you that answer. 

Senator Kerr. All right, give it to me. 

Mr. Samnis. $166,000 a year. 

Senator Kerr. That is how much 

Mr. Samnis. That is the interest effect of it. 

Senator Kerr. At what rate? 

Mr. Samnis. At a 3-percent rate. 

Senator Kerr. Is that what you are borrowing money at? 
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Mr. Samais. The last time we paid 314 percent. Take it at some 
other figure if you like. 

Senator Kerr. Let’s take the figure—— 

Mr. Samais. I just happen to have a 3-percent figure. 

Senator Kerr. How much would it be at 10 percent? 

Mr. Sammais. At 10 percent it would be 314 times that. 

Senator Kerr. Instead of using either one, let’s use a realistic one. 
What is your company rated at? Triple A, BAA, or what? 

Mr. Sammnis. Our bonds are rated double A. 

Senator Kerr. Are you selling any bonds now ? 

Mr. Samais. No, sir. 

Senator Kerr. Did you last year? 

Mr. Samais. The early part of 1956. 

Senator Kerr. What rate of interest did you pay ¢ 

Mr. Samus. It was either 1955 or 1956. They were 314 percent. 
Since then the market-—— 

Senator Kerr. I venture to say it wasn’t in 1956. 

Mr. Sammis. Since then the market rate has increased materially, 
as we both know. 

Senator Kerr. Are you looking for further expansion requiring 
further capital ? 

Mr. Sammnis. Yes, sir; and we will need more capital at the end of 
this year or the first of next year 

Senator Kerr. How much more? 

Mr. Samois. We will run out of 

Senator Kerr. Will you need $46 million worth ? 

Mr. Sammis. No, sir; we won’t finance that much at a time. 

Senator Kerr. What do you think you will require in the next 5 
years ? 

Mr. Samnis. I have never made any such figure, Senator. 

Senator Kerr. Just a rough guess. 

Mr. Samnis. I haven’t made any such figure. If we financed 

Senator Kerr. What have you required in the last 5 years? 

Mr. Samnis. I would like to get those statistics. 

Senator Kerr. Approximately, Begin in 1952. 

Mr. Samais. In 1952 we sold $15 million of common. 

Senator Kerr. Of common stock ? 

Mr. Samnis. Yes, sir. 

Senator Kerr. I am talking about borrowings. 

Mr. Sammis. I was going to give you all, if. you cared to have it all. 

Senator Kerr. I am just interested in what you borrowed. 

Mr. Samnis. O. K. 

Senator Kerr. That is preferred stock or—— 

Mr. Sammis. Do you wish preferred? I can give them all to you. 

Senator Kerr. No; I don’t believe the preferred would apply. I 
think it would have to be something that you would borrow. 

Mr. Sammis. Borrowed ? 

Senator Kerr. Yes. 

Mr. Samnts. All right, sir. In 1954 we sold $30 million of bonds. 

Senator Kerr. What rate of interest are you paying on that? 

Mr. Samais. They were 314 percent series. The interest rate was 
that. That is the interest rate. The cost to the company was 3.18 
percent. 

Senator Kerr. What did you borrow in 1955? 
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Mr. Sammnis. In 1955, 30 million, again at 314 percent, and the cost 
to the company was 3.245 percent. 

Senator Kerr. 1956? 

Mr. Sam™is. That isall. We did not finance in 1956. 

ee Kerr. What will you require in 1957, 1958, 1959, and 1960 ? 

Mr. Sais. I can’t answer. We have not made that study. 

Senator Kerr. Do you think you will require as much in the next 5 
years ? 

Mr. Sammis. Senator, let me say that if we were to sell bonds at 
the end of the year, or the early part of next year, as I see the picture 
now, subject, of course, to the approval of my board, I would think 
we would talk in terms of selling 30 million. It would seem a reason- 
able amount with a company of our size. 

Senator Kerr. What do you think you would have to pay? 

Mr. SaMMIs. I can’t answer at the end of the year or the first of 
next year. If you would sell them today, perhaps somewhere in the 
sthebtiarkoss of 414 percent, may be a little less than that. But in 
that neighborhood. 

Senator Kerr. Triple A issues are now going at about 4%. 

Mr. Sammis. My recollection is yester day the Boston Edison sold 
I think—the day before yesterday—sold some bonds—and they are 

rated triple A, at 4.53. 

Senator Kerr. 4.53 ? 

Mr. Samnis. Yes. 

Senator Kerr. I think it would be in that neighborhood possibly. 
Then in view of the fact that part of your borrowings are 314, and 
say part of them are going to be ¢ at 41; 6, this savings to you, if you 
just strike an average there, is going to be in the neighborhood of 3%. 

Mr. Sammais. I don’t follow that. 

Senator Kerr. What is the average between 414 and 314? 

Mr. Sammis. Call it 4 percent. W Thatever you wish. 

Senator Kerr. If it were 4 percent, if 3 percent is $166,000 a year, 
4 percent would be $208,000. 

Mr. Samnis. Right. 

Senator Kerr. Say $200,000 a year 

Mr. Sammis. Yes, sir. 

Senator Kerr. That is what you are saving by reason of these 
accelerated certificates. 

Mr. Sammis. Which amount to 3 cents a share earnings. 

Senator Kerr. I am not talking about that. I am talking about 
$200,000 a year. 

Mr. Sammis. It amounts to 3 cents a share on our earnings of $3.53 a 
year. It is very small. On the other hand 

Senator Kerr. How long will you save that amount of money? 
From now on? 

Mr. Sammnis. For many years. I can’t answer the number of 
years. 

Senator Kerr. Do you seriously tell this committee that you do 
not regard that as a form of Government subsidy ? 

Mr. Samois. Well, sir, I would like to comment on that a little bit 
if I may. 

Senator Kerr. You may. 

Mr. Samais. And answer any questions that you have at any time. 

Congress permited, in order to encourage—— 
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Senator Kerr. I don’t blame you for doing this. I helped pass 
the law that enables you to do it. 

Mr. Samais. I want to call attention 

Senator Kerr. I was for the law. But I was aware of what it 
would do when I passed it. 

Mr. Samnis. Right. And with the law having been passed, we 
feel we have an oblig: ition to submit 

Senator Kerr. To take advantage of it. 

Mr. Samnis (continuing). To submit our applications and have 
them passed upon by the proper authorities and so forth. 

Senator Kerr. You certainly do. 

Mr. Sammis. I have some figures here up to February 18 of this 
year, 1957, and all industry got $22,545 3 million, against $3,134 million 
for the electric light and power industry. And “if you apply Secre- 
tary Humphrey’s method for revenue lag for all industry, it was only 
about 2214 percent of the amount eligible for amortization. On this 
basis the revenue lag from electric light and power companies would 
aggregate about $700 million, and if this lag is spread evenly over 
the 10: years or more during which it arises, the annual amount during 
such period would average » only $70 million. 

This figure of $70 million should be contrasted with the $1,047 mil- 
lion, the amount the electric light and power companies provided in 
1956 for Federal income taxes. 

On the other hand, no part of these taxes would be payable if these 
companies enjoyed the Federal tax exemption given to TVA, to other 
Government power agencies, and to rural electric cooper ratives. 

If you talk about loss from revenue lag, the Treasury Secretary 
estimates the aggregate loss to the Treasury from the revenue lag for 
all industry will be ‘about 13 percent of the amount eligible for accel- 
erated amortization. When this ratio is applied to the electric light 
and power companies and spread over the estimated service lines of 
the properties certified, approximately 3314 years, which is the period 
over which such loss will accumulate, the ont is only about $12 million 
a year. This is less than 1.2 percent of the annual provision made in 
1956 for Federal income taxes by the electric light and power com- 
panies. 

In other words, these companies and their customers are being, by 
accelerated amortization of amortization facilities, relieved for about 
331, years of less than 1.2 percent of an annual tax burden of which 
TV a other governmental agencies, and rural electric cooperatives, 
together with their customers, are being relieved, 100 percent in per- 
petuity under existing law. 

Senator Kerr. What you are fussing about, you are not against Gov- 
ernment subsidies, you are just against them getting a bigger one than 
you got. Is that the gist of what you are saying now ? 

Mr. Sammis. No, am not. Iam saying that when C ongress makes 
these things available, as manager of a property and on the board of 
directors, I don’t see how we can help but take the-—— 

Senator Kerr. Advantage of it? 

Mr. Sammis. Advantage of it. That is right. 

Senator Kerr. I agree with that and I am not censuring you. 

Mr. Sammis. I understand you are not. But if you ask me my 
opinion—and that is what I thought you were asking—— 
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Senator Kerr. I asked you if that was in the form of a Government 
subsidy ? 

Mr. Sammis. Oh, surely. 

Senator Kerr. That is all I asked you. 

Mr. Samus. That isright. Surely. Iam sorry, I didn’t get your 
point earlier. 

Senator Kerr. I tell you, you know you are attempting the impossi- 
ble here. 

Mr. Samois. How is that? 

Senator Kerr. There is no living human that can read my mind. 

Mr. Sammnis. There is no question about that, sir. 

Senator Kerr. What you are trying to do is answer my question 
before I ask it on the basis of your assumption of what it is going to 
be. And you are putting a burden on both of us when you do that. 

Mr. Sammnis. All I am trying to do is speak cooperatively. I want 
to do that at all times. 

Senator Kerr. Now that we are agreed that this accelerated amor- 
tization does constitute a form of Government subsidy, I take it that 
the extent to which the Government is—according to your statement 
on page 3—engaging in unfair competition through the advantages of 
Government subsidies, is based upon the difference in the amount of 
the subsidy, rather than the principle. 

Mr. Sammis. The amount in our case doesn’t amount to very much. 

Senator Kerr. I say they pinched you off with a little one, and 
according to you they gave this outfit a big one. 

Mr. Sammnts. There is no comparison as to relative size. 

Senator Kerr. Your complaint, then, is not against Government 
subsidies, but against them getting a bigger one than you feel that you 
are getting? 

Mr. Samnis. My complaint is that we ought to all be treated the 
same. And I feel very enthusiastic about that. We ought to all be 
treated the same, so that our customers will all be treated the same. 

Senator Kerr. Let’s see how this would be then. Are you willing 
to let the Government own yours and you operate it for them and 
then you would be treated the same as TV A ? 

Mr. Sammis. No, sir. I am afraid they would have to look for an- 
other president. 

Senator Kerr. Then you see you are not satisfied with just being 
treated the same. You want to prescribe 

Mr. Samais. No, sir, because if that happened I don’t know where 
the Government would get its taxes from, because there is no differ- 
ence in principle when you are in the electric utility business—— 

Senator Kerr. You don’t know where they get it from? 

Mr. Samnis. May I finish? 

Senator Kerr. Yes. 

Mr. Sammis. There is no difference in principle whether it is an 
electric utility company, whether an automobile manufacturer or steel 
manufacturer or grocery store or anything else, and if everybody is 
relieved of taxes, I don’t know how we could continue to exist. 

Senator Kerr. Most fellows who come here tell me that if they are 
not relieved of taxes they don’t know how they will continue to exist. 

Mr. Samus. I imagine some of them have a pretty tough time with 
the rate of taxes. 
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Senator Kerr. What you are saying is that if they are, you don’t 
know how they are going to exist. I can understand that. 

Where do you get the tax money that you pay the Government ? 

Mr. Samos. From our customers, and for that reason our cus- 
tomers, in my opinion, are being discriminated against. 

Senator Kerr. That is : another point. Let’s talk about you, the tax- 
payer. That is the flag you just raised. 

Mr. Sammnis. Yes. 

Senator Kerr. Who prescribes your rates ? 

Mr. Samus. Tax rates? Or electric rates? 

Senator Kerr. The rate that you charge your customers. 

Mr. Samnis. We have, in Ohio, home rule, one of the few States. 
And we @ also have a utilities commission. 

Senator Kerr. Who fixes the rates ? 

Mr. Sammis. Under the home-rule provision in a city the local 
council negotiates rates with us. In the rural area the public utilities 
commission passes on our rates. Going back, however, to the city, if 
we and the city cannot get together and they pass an ordinance under 
their power to regulate rates, and we take exception to it, we can ap- 
peal to the State utility commission, and then, of course, to the courts. 

Senator Kerr. Then the answer to my question is that your rates 
are fixed either by the regulatory power of the city government or the 
State government. 

Mr. Samnis. Right. 

Senator Kerr. In fixing those rates they do so on the basis of a 
certain return on your rate base, don’t they ? 

Mr. Samnis. Yes. 

Senator Kerr. What is that return? What return are they sup- 
posed to allow you? 

Mr. Samnis. It has been 

Senator Kerr. Five percent, six percent, seven percent ? 

Mr. Sammis. There have been court decisions. Say a rough figure 
of—the definition is “reasonable” and it has varied from 4% to 6.1 or 
6.2. 

Senator Kerr. What would you say is the overall average ? 

Mr. Samais. I would hope it would be about 6 percent, sir. 

Senator Kerr. I think you are entitled to that. W hether it is 4.2, 
6.1, or 6.50 

Mr. Samais. Call it 6 for purposes of convenience. 

Senator Kerr (continuing). You go in and show your expense of 
doing business ? 

Mr. Samnis. Yes, sir. 

Senator Kerr. Including your depreciation ? 

Mr. Samais. Yes, sir. 

Senator Kerr. Your interest charges? 

Mr. Samnis. Yes, sir. 

Senator Kerr. Your overhead, your salaries? 

Mr. Samnis. Those come normally in expenses, sir. Is that what 
you mean when you said overhead? [am confused. 

Senator Kerr. I am thinking primarily of the salaries they pay 
you and the managers. 

Mr. Saaracis. That comes under operating expenses. 

Senator Kerr. However you designate it, , expenses. 
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Mr. Samnis. Yes, sir. 

Senator Kerr. That includes every dollar of taxes you pay ! 

Mr. Sammis. Yes, sir. 

Senator Kerr. And so your rate is fixed on the basis that you get 
your taxes back and the percentage they allow you to make over and 
above that amount ? 

Mr. Samais. If we are able to make it, sir. It is a ceiling. They 
putaceiling. There is no guarantee of a return. 

Senator Kerr. You say you shoot for 6 percent ¢ 

Mr. Samais. Oh, no. 

Senator Kerr. I thought you said that. 

Mr. Samais. I didn’t say we shoot for 6 percent. 

Senator Kerr. I thought you did. 

Mr. Samus. No. I thought you asked me what rate of return had 
been allowed in rate cases, and I said anywhere from 4% to 6, or 6.1. 
I didn’t say “we.’ 

Senator Kerr. I thought you said “We try to get 6.” 

Mr. Samwmis. If I did I wasn’t talking about Ohio Edison, because 
we are not earning as high as that, sir. 

Senator Scorr. Mr, Chairman, may I break in? That beats farm- 
ing. 

Senator Kerr. Yes, this year. It didn’t “BB”. That is, “Before 
Benson.” ; 

But actually—and I appreciate your discussion of this, Mr. 
Sammis—your company is a legalized monopoly, isn’t it ? 

Mr. Samais. Senator, I remember a couple of years ago we discussed 
monopoly. By one definition of the dictionary we may be a form of 
monopoly. [| Inder another interpretation of the dictionary where 
it gives an indication that monopoly is for collusion in prices and so 
forth, we are not. 

Senator Kerr. I wouldn’t accuse you for 1 minute of anything 
improper. 

Mr. Samois. No, sir, but I am just trying to answer your question. 

Senator Kerr. You don’t have any competition, do you? 

Mr. Samnis. Oh, yes, indeed. From other forms of fuel. 

Senator Kerr. Don’t you get a franchise in your area to be the sole 
provider of electric power ? 

Mr. Samnis. No, sir. We get a franchise, but not as sole provider. 

Senator Kerr. Where do you operate / 

Mr. Sammis. In Ohio. 

Senator Kerr. What towns, or cities? 

Mr. Sammis. Akron, Youngstown, Springfield, Mansfield, Marion, 
and so forth. 

Senator Kerr. Let’s take Youngstown. How many electric utilities 
are there there ? 

Mr. Samnis. Wearetheonly one. Years ago they found competing 
electric utilities having duplicate facilities was uneconomic to the 
customer. 

Senator Kerr. I think it is. But that doesn’t change the fact that 
you are operating there exclusively in the matter of providing electric 
power. 

Mr. Sammnis. We are operating exclusively in Youngstown. But 
the franchise does not grant us an exclusive right. That is the only 
point I was trying to make. 
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Senator Kerr. The city reserves the right to give somebody else a 
franchise, but how many of the nreinenpeniae ‘that you serve have 
givena competing company a franchise ¢ 

Mr. Samnis. None in which we serve. 

Senator Kerr. None? 

Mr. Sammis. In one community, Avon, both Cleveland Electric 
Illuminating and we happen to be in there. 

Senator Kerr. What is the population ¢ 

Mr. Sammis. Very small. We happen to be in the southern part 
and they happen to be in the northern part. 

Senator Kerr. You don’t—— 

Mr. Sammis. Duplicate facilities? No, sir. 

Senator Kerr. So that as far as you are concerned you operate 
wherever you operate without a competitor in the electric business ? 

Mr. Sammis. Oh, but competitor is broader than that, Senator. We 
have competition from gas. Do you mean competition from another 
electric company ¢ 

Senator Kerr. Yes. 

Mr. Sawis. Oh, sure, sir. 

Senator Kerr. And your rate is based on recognizing whatever taxes 
you pay as one of your expenses, and then the percentage permitted 
to you as a profit factor is above that cost, that exepense 

Mr. Samonis. If we can earn that much, sir. Or if it is our judg- 
ment to make our rates such that we earn that much. 

Senator Kerr. That being the case, isn’t it a fact that actually 
instead of you being a primary taxps vyer you are just a vehicle whereby 
they are collected from the public? 

Mr. Sammis. Yes, sir, and that is my contention. Why should our 
customers be paying taxes, some of which go to subsidize people in the 
TVA area. That is exactly my point. They should be treated alike. 

Excuse me for being so enthusiastic, Senator, but that is exactly 
my point. 

Senator Kerr. I think it is wonderful. I think it is wonderful 
that we understand each other so well. I just want you to know that 
the members of the committee are aware of the fact. And while we 
have just as high a regard for the electric utility business as for any 
business in this country 

Mr. Samnis. Thank you. 

Senator Kerr (continuing). Just as high a regard, we think that 
_ are beneficiaries of Government subsidies, and we think that as 

taxpayers they are vehicles whereby that is passed on to their con- 
sumers, and that in reality the consumer is the real taxpayer. 

Mr. Samais. No question. That is the only source of money, is our 
consumers. 

Senator Kerr. Very good. 

Senator Gore. May I ask one question ? 

Senator Kerr. Yes. 

Senator Gore. What amount of taxes did Ohio Edison pay to the 
Federal Government in the calendar year 1956 ? 

Mr. Samnis. In the year 1956 we paid $23,850,035, or 18.44 percent 
of our gross revenue. 

Senator Gore. I take it you would agree that the fiscal effect to the 
Treasury would be the same whether “it rec eived $1 from me, from 
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you, from your company, or Senator Kerr’s company, or an REA 
cooperative, from whatever source the Treasury receives a dollar. It 
amounts to the same thing insofar as revenue addition to the cash 
balance of the Treasury is ‘concerned, 

Mr. Samais. Yes, sir. 

Senator Gore. Perhaps you would be surprised that in the same 

‘alendar year that Ohio Edison paid into the Treasury $23 million 
that TVA paid into the Treasury $47 million. 

Mr. Samais. Yes, sir, but that 

Senator Gore. A little more than twice what Ohio Edison paid. 

Mr. Samnis. But that wasn’t just taxes. 

Senator Gore. It was receipts into the Treasury. 

And you agree that it matters not from where the dollar comes, it 
goes into the till and adds to the revenue of the Tre: asury. 

Mr. Sammnis. Yes, sir. 

Senator Gore. So when you 

Mr. Sammis. From the ‘standpoint of the money to the Govern- 
ment, it doesn’t make any difference where it gets its dollar from, it 
is a dollar from that standpoint. 

Senator Gore. In your answer to Senator Kerr you said it would 
be a terrible thing for the Treasury if the Government owned Ohio 
Edison. You said where will the Government bet its revenue. 

Mr. Samais. Right. 

Senator Gore. if Ohio Edison should be owned by the Government, 
and that corporation paid into the Treasury twice as much as it now 
pays, the Government would be twice as well off fiscally. 

Mr. Sammis. Senator Gore, but the Government didn’t put any 
money in our property. 

Senator Gore. That is a different question. 

Mr. Sammis. The Government put the dollars into TVA. When 
that money comes back from TVA it is some of the capital coming 
back, that is what it is, but that is another problem. They don’t 
pay any interest and they don’t pay any taxes. TVA has the benefit 
of $1.2 billion, or some such figure, that they got from the Govern- 
ment. Ohio Edison didn’t get any money from the Government. 

Senator Gore. A few moments ago you said that the real payer of 
the tax, of the receipts into the Treasur y, Was the customer. 

Mr. Samnis. Right, sir. 

Senator Gore. The TVA customers paid this. 

Mr. Samnis. Right, sir. 

Senator Gore. So the customers of TVA paid into the Treasury a 
little more than twice as much as the customers of Ohio Edison paid 

Mr. Sammius. Oh, no, no. When you get down to a percentage of 
the bill—and I have that 

Senator Gore. Do you mean TVA is bigger than Ohio Edison? 

Mr. Samais. It is the biggest thing there is in the country, sir, 
and you know 

Senator Gore. Good. I agree with you that it is not only one of 
the biggest, but one of the gre: satest things in the country. 

That is all, Mr. Chairman. 

Senator Kerr. Go right ahead. 

Senator Gore. Senator C ooper, would you be so kind as to present 
some citizens from Kentucky who are in attendance here ? 
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Senator Coorer. There are several representatives of Kentucky 
co-ops here I would like to introduce. 

Mr. Hugh Spurlock, Eastern Kentucky Rural Electric Cooperative 
Corporation. 

Mr. Jonas Mercer, Electric Plant Board, Bowling Green, Ky. 

Mr. Howard Wiggins, Pennyrile REEC, Hopkinsville, Ky. 

Mr. Thomas J. Lyne, Pennyrile REEC, Hopkinsville, Ky. 

Mr. Chester A. Porter, Electric Plant Board, Hopkinsville, Ky. 

Mr. A. L. Dilley, Farmers REEC, Horse Cave, Ky. 

Mr. John Taylor Butts, Electric Plant Board, f ranklin, Ky. 

Mr. Robert Harris, Electric Plant Board, Franklin, Ky. 

Mr. Charles Ross, Fleming-Mason REEC, Flemingsburg, Ky. 

Mr. Earl Toms, Taylor County REEC, Campbellsville, Ky. 

Mr. Robert Reid, Green River REEC, Campbellsville, Ky. 

Mr. Charles M. Stewart, Warren REEC, Bowling Green, Ky. 

Mr. Porter Wallace, Leitchfield, Ky. 

Mr. Samnis. May I comment with reference to Senator Gore’s com- 
ment on taxes 4 

Senator Kerr. Yes. 

Mr. Sammis. Mr. Biemiller mentioned the matter in his testimony 
today, calling attention to the percentage of individual Federal in- 
come tax payments in the TVA area having risen from, I believe he 
had a figure of 4.3 percent of the national income to 6.1, as I recall 
the figures. But whatever the figures may be, the figures I have are 
very close to that. But let’s take the State of Tennessee. Tennessee 
contributed .53 percent of the total taxes collected from individuals, 
that is the individual Federal income tax payments. 

Senator Gore. Does that include 

Mr. Samais. That is 1933. 

Senator Gore. They paid .53? 

Mr. Sammnis. .53 percent of the total. 

Senator Gore. Total national taxes? 

Mr. Sammis. No, of the total individual Federal income tax pay- 
ments, 

Senator Gore. In 19337 

Mr. Sammis. Yes, sir. In 1953, the latest year I have, it amounted 
to .92 percent. So if you take a ratio of that .92 to .53, you get 1.74, 
the ratio. In other words, .92 divided by .53 is 1.74 times. 

Senator Gore. In other words, a little short of twice as much? 

Mr. Sammis. Yes. : 

Senator Kerr. That is not right, Mr. Sammis. 

Why would you divide .92 by .53? 

Mr. Sammnis. In 1933 the percent that the State of Tennessee paid 
in individual Federal income-tax payments as a percentage of the total 
was fifty-three one-hundredths of 1 percent. 

Senator Kerr. Was 0.53? 

Mr. Samais. Of 1 percent. 

Senator Kerr. I beg your pardon. 

Mr. Samus. In 1953 it was ninety-two one-hundredths of 1 percent. 
Almost 1 percent. 

Senator Gore. What you are saying is that Tennessee’s share of 
national income-tax payments advanced 74 percent from 1933 to 1953. 

Mr. Samnis. Right. 
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Senator Gore. That shows remarkable progress in the income of 
the people of that area. 

Mr. Sammis. Yes, but it is not outstanding. That is the point I 
would like to call attention to. 

Senator Gore. We think it is quite outstanding. 

Mr. Samais. By individual States it is 27th. 

Senator Gore. What is it for Ohio? 

Mr. Samais. I am glad you asked that, sir. In 1933 it was 3.54 
percent. In 1953, 6.61 percent, or the ratio is 1.87. 

Senator Gore. What was the increase in population in Ohio during 
that 20-year period ? 

Incidentally, I would like to have you give us one other figure while 
your statistician is looking that up. W hat percentage increase is that 
for the State of Ohio? 

Mr. Sam™is 1.87. That is an 87-percent increase, as compared 
to the 

Senator Gore. Seventy-four. 

Mr. Samus. As compared to the Tennessee figure of 74. 

Senator Gore. Now, let’s see the increase in population and maybe 
we will get a comparative basis here. 

Mr. Sammnis. I found the figure. It happens there are 27 States 
whose percentage is higher. 

Senator Gore. Let’s not leave Tennessee and Ohio. Let’s stay with 
those two. We may find some interesting analyses. 

Mr. Samnis. I thought I had population on this sheet, Senator, 
but I don’t. 

Senator Gorr. You would agree that if Ohio had gained 3 million 
people, and Tennessee had gained 1 million, that that would be a 
matter of consideration. 

Mr. Samais. I think we would have to look up the record. All I 
am making is a defensive statement against the statement that has 
been put in the record by Mr. Biemiller, which he thought was out- 
standing. 

Senator Gore. Mr. Biemiller didn’t attack you or Ohio either. 

Mr. Sammnis. No. I would like to put something further in the rec- 
ord, sir. 

Senator Gore. Why do you feel it is necessary to defend yourself ? 
No one attacked you on this basis. 

Mr. Samnis. No. I would just like to have the other side put in 
the record. 

Senator Gore. But it is necessarily on the defensive. 

The clerk has the figures. What was the population of Tennessee 
in 1930 and 1950? 

Mr. Sneep. 2,616,000 in 1930. In 1950, 3,291,000. 

Senator Gore. Give us Ohio in 1930 and 1950. 

Mr. Sneep. In 1930, Ohio, 6,646,000 ; 7,946,000 in 1950. 

Senator Gore. That is a gain in Ohio of 1,300,000 people, and a gain 
in Tennessee of 680,000 people. 

Mr. Samnis. As to a percentage. 675,000 divided by 2,216,000 is a 
penventage increase of about 25 percent. I would have to run that out 

y arithmetic. 

Senator Gore. Let’s talk about individuals. People pay taxes indi- 

vidually. 








AMENDING THE TVA ACT 177 


Mr. SamMis. If you divided 1,300,000 by 6,646,000 it is less tthan 20 
percent increase. In other w ords, Tennessee has had a larger percent- 
age increase in population than Ohio. 

“Senator Gore. Let’s reduce that. 

Senator Kerr. Your statement wasn’t as to the percentage increase. 

Mr. Samnis. Yes it was. 

Senator Kerr. It was as to the percentage increase of taxes paid by 
all the individuals in the two States. 

Mr. Sammis. Yes, sir, percentage increase. If you have more 
people—— 

Senator Kerr. The increase in individuals in Ohio, where the dif- 
ference was— 

Mr. Samnis. The population, if you accept rough figures, in Ohio, 
the population increased about 20 percent and in Tennessee about 
25 percent in the 1930-50 period. 

Senator Gore. They had 1,300,000 more taxpayers as against 675,000. 

Mr. Sawis. My figures are on a percentage basis. 

Senator Kerr. It is the percentage that all the people in the State 
paid of the national income in individual taxes. 

Mr. Sammis. Yes,sir. And Iam using percentage here. 

Senator Kerr. But you are using percentages in different places 
there. Your first figure—— 

Mr. Samnis. In my judgment—— 

Senator Kerr. You have been very fair here. 

Mr. Samois. I am trying to be. 

Senator Krkr. Now follow this. 

Mr. Samnis. Yes, sir. 

Senator Kerr. The percentage increase in the two States was of the 
amount paid by the State of the total receipts of individual income 
taxes. 

Mr. Samais. By the individuals in the State as a percentage of the 
total taxes that they got from individuals in all the States. 

Senator Kerr. So that now if you carry that on, in 1950 you had 
1,300,000 more individuals paying. 

Mr. Samus. Right. 

Senator Kerr. Instead of 67: 5,000 more individuals that were paying 
in Tennessee. 

Mr. Samnis. Right. 

Senator Gore. Then what do your figures prove ? 

Mr. Samnis. There is nothing outstanding about the situation in 
Tennessee. 

Senator Gore. Thank you. 

Mr. Samais. Thank you, Senator. 

Senator Gore. We think that it is quite outstanding. We think 
there are many things quite outstanding in the development in 
‘Tennessee. 

Mr. Samais. I was talking to that one point, Senator Gore. I don’t 
mean overall. I apologize if I said or inferred 

Senator Gort. No need to apologize. You have provided us with 
a great deal of amusement. 

Mr. Samnis. Thank you, sir. It makes the afternoon more pleasant. 

Senator Gorr. We hope so. Go ahead. 
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Senator Kerr. You were at the beginning of the second full para- 
graph on page 3. 

Mr. Sammnis. If TVA were to issue revenue bonds, the only source 
of funds with which to pay interest on and principal of such obli- 
gations would be from the sale of electricity, funds which even after 
giving effect to such financing will have been derived for the most 
part from the use of vast amounts of Federal moneys heretofore 
furnished interest free to TVA by appropriations by Congress. 

Senator Gore. To the extent that the Government makes available 
to you—to your company—interest-free money, to which you have 
already testified, then this statement would apply to Ohio Edison 
to that degree ? 

Mr. Samnis. To that small percentage, sir. 

Senator Gore. So, again, itis a matter of degree. 

Mr. Sammis. All these things are relative, sir. 

Senator Gore. Go ahead. 

Mr. Samonis. Thus, the proposed 

Senator Gore. You are becoming more and more agreeable as we 
proceed. 

Mr. Sammnis. Thus, the proposed revenue bonds would be backed 
up by proceeds from the hundreds of millions of dollars of Federal 
Government expenditures already made and, at least under two of 
the pending proposals, in effect, subordinated to the new financing. 

Further, the issuance of revenue bonds by TVA, in the absence 
of provisions similar to those contained in S. 2145—Senator Martin’s 
bill—could complicate and impede, if not permanently bar, the cor- 
rection of the basic inequities of its existing tax and interest benefits, 
which result in unfair competition and which are so involved in the 
economics of TVA’s electric operations. 

To permit TVA to issue revenue bonds, at least as proposed in 
S. 1869, Senator Kerr’s bill, would inevitably result, I believe, in the 
unleashing of tremendous additional amounts of subsidized electric 
power upon an industry already unfairly affected by TVA’s 
operations. 

Senator Gore. How are your operations unfairly affected ? 

Mr. Sammis. We come back to that matter of industries that you and 
I talked about 2 years ago, Senator. 

Senator Gore. You have testified in response to questions from 
Senator Kerr that your rates are fixed by regulatory bodies? 

Mr. Sammis. Yes, sir. 

Senator Gore. Upon the calculation of all expenses and a net profit 
thereafter, included in which are tax payments ? 

Mr. Samus. If we can earn it. 

Senator Gore. I understand. 

Mr. Samais. It is a ceiling, not a guaranty. 

Senator Gore. I understand they are your maximum rates. In the 
expenses which you are allowed, do you consider the depreciated value 
of your facilities, or the replacement value? 

Mr. Sammis. Ohio is based on a reproduction cost new, depreciated 
rate base. 

Senator Gore. So, if you have a steam plant which costs $25 million 
but which you have depreciated down to $1 on your books, your rate 
base is fixed, not on the basis of the depreciated value of that steam 
plant, but the replacement cost of that steam plant? 
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Mr. Samais. Oh, no. 

Senator Gore. Isn’t that what you just said? 

Mr. Sammis. I don’t think we are together. As I interpreted your 
comment, I don’t think it is quite right. In the first place, it is very 

‘rarely that you fully depreciate a steam plant during its life. Very 
rarely. There is generally something left. 

Senator Gore. Let’s take the rare instance. Say you have depre- 
ciation. 

Mr. Sammis. There is something left when the steam plant is 
retired. But our rate base is based on reproduction cost new, 
depreciated. 

Senator Gore. Reproduction cost 

Mr. Sammis. Reproduction cost new, depreciated. 

Senator Gore. New, depreciated 

Mr. Sammis. Yes, sir. 

Senator Gore. Reproduction cost new ¢ 

Mr. Samnis. Reproduction cost new, then less depreciation—if that 
clarifies it. 

Senator Kerr. What it means is that your depreciation account, at 
some time in the course of the life of the property, is in an amount 
greater than the investment you had in it? 

Mr. Sammis. No, sir. 

Senator Kerr. If it is not depreciated on a cost basis 

Mr. Samais. That depreciation on RCND is not a book figure. 

Senator Kerr. What do you mean ? 

Mr. Sammis. Reproduction cost new, minus depreciation. That de- 
preciation figure is not a book figure, it is not a book figure of 
depreciation. 

Senator Kerr. Let’s say that you have a steam plant that cost you 
$20 million, but which would cost you $60 million to build today. 

Mr. Sammis. That is extreme. 

Senator Kerr. At what amount is that in your rate base for rate- 
making purposes ? 

Mr. Sammis. It would be in at the reconstructed cost, new, less the 
depreciation, but the depreciation is not the figure that we have on our 


books. 

Senator Gore. What is it? 

Mr. Sammnis. It is based on life or something of that sort. 

Senator Kerr. It is on the life of the property ¢ 

Mr. Samnis. What I am trying to say is that both figures go up. 

Senator Kerr. Follow me on this. Let’s say the cost was $33 
million. On your 33-year-amortization basis, you would get $1 mil- 
lion depreciation a year? 

Mr. Samnis. Yes. 

Senator Kerr. If the replacement cost was $66 million, your depre- 
ciation allowance would be $2 million year? 

Mr. Samnis. Yes, sir. Both figures go up. 

Senator Kerr. But in 16 years, at that rate, you would have your 
total cost out of it, approximately. Seventeen years. 

Mr. Sammnis. There is a difference in figures for rate base and in 
accruing on your books. That is the point I am trying to get across. 

Senator Kerr. I understand. Insofar as your rate base is con- 
cerned, when you, at the rate of $2 million a year, have got that $33 
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million back, you have your coat back in the steam plant for taxmaking 
or ratemaking purposes ? 

Mr. Samnis. No. 

Senator Kerr. For ratemaking purposes you have. 

Mr. SammMis. Not unless we earn a full return, which most electric 
companies in Ohio, under this law, do not. 

Senator Kerr. You charge your depreciation factor up against 
whatever your income is? 

Mr. Sammis. But not the $2 million, only the $1 million. Only 
the $1 million that we spoke about. 

Senator Kerr. If it is only one million, you are on a cost-deprecia- 
tion basis. 

Mr. Samnis. Right, we are. Yes, sir. But not when you come 
to the rate base. 

Senator Kerr. What? 

Mr. Sammis. Not when you come to the rate base. 

Senator Kerr. I am talking about the rate base. 

Mr. Samnis. I thought you meant on our books. On our books the 
million dollars goes in every year for accrual, in our example. 

Senator Kerr. But so far as the rate is concerned, you are entitled, 
during those times, to get $2 million a year instead of one? 

Mr. Sammis. No. You just up the original cost to the RCN, and 
you up the amount of the depreciation that you have taken on your 
books. It comes back to this, in very simple terms: If you bought 
a $10,000 home 10 years ago, and you were to sell it today, it has had 
10 years depreciation. But the enhancement in general values is 
such that you would get more money for it today than $10,000 less 
the 10 years depreciation of normal life depreciation. It is that 
simple, if I can be helpful. 

Senator Kerr. He was talking about your rate base, which is why 
I entered into it. I thought I could be helpful, but I wasn’t. 

Senator Gore. Senator Kerr asked you earlier the question which 
you have just now stated in a little different way. He asked you if 
you did not have your rates, you maximum rates fixed on a basis 
greater—on a fixed basis greater then your actual investment in 
facilities. You just now said, “Yes,” and used the house as an 
analogy. 

Mr. Samonis. That is the theory. 

Senator Gore. Isn’t it the practice ? 

Mr. Sammis. I would have to investigate those figures to see if that 
was so. 

Senator Gore. I did the investigation before you and I had the 
debate out there. I think that the State of Ohio, though they need 
no advice from me, should consider the question. I think Ohio 
Edison, and other electric utilities in Ohio, are receiving a rate base 
out of all proportion to their investment, that it is unfair to the 
consuming public. In that regard, you are receiving a greater reward 
than that to which you are entitled. 

Mr. Sammis. I disagree with you. 

Senator Gore. I expected you to. 

Senator Kerr. Go ahead. We have at least a frank statement of 
two people as to what constitutes the basis of the disagreement. 

Mr. Sammis. Yes, sir. TVA, as an unregulated monopoly-— 
Senator Gore. How long is this going on, Mr. Sammis? 
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Mr. Sammis. I beg your pardon? 

Senator Gore. How long is this going on? 

Mr. Samais. If you desire, sir, T will just put my statement in 
the record. 

Senator Gore. What do you mean by “unregulated”? It is a wholly 
Government-owned project. It is regulated by the Congress, by the 
Government; it is strangulated by the Bureau of the Budget. What 
clo you mean, ‘ ‘unregulated’ ? 

Mr. Samais. It is not regulated as to the area in which it can serve, 
yr as to the rates it can charge. 

Senator Gore. Will you define the word “regulated” 

Mr. Sammis. I will say what I meant to imply by ‘ “unregulated.” 

Senator Gorr. What is the definition of “regulated” ? 

Mr. Samais. I will get the dictionary. 

Senator Gore. You have one there. Give us the definition. Look 
up the definition of “unregulated.” 

Can’t you find it? 

Mr. Samanis. It isan odd one. 

Senator Gore. Read it. 

Mr. Samais. It says, under “unregulated, “a,” I assume meaning 
adjective, “unrehearsed, adjective, see un, not.” I suppose “un” 
means “not.” 

Senator Kerr. It says, “See un,” the suffix “not.” 

Senator Gore. Mr. Sammis, you have used a word that is not even 
in the unabridged dictionary. 

Mr. Samais. Yes it is, sir, I have just pointed it out to you. 

Senator Gorn. We agree that “un” in that sense means “not.’ 

Mr. Sammnis. Yes, sir. 

Senator Gore. That means, not regulated. Now look up the word 
“regulated.” 

Senator Scorr. Mr. Chairman, I would like to make the observation 
that these friends from Kentucky are going to lose a crop while we 
find the word. 

Senator Gore. Do you find the word “regulated” ? 

Mr. Samos. I am trying to find the adjective. 

Senator Kerr. R-e-g-u-l-a-t-e-d. 

Mr. Samais. “Regul: ited: Past tense and past participle of regu- 


late.” Below that is, “Regulated company,” that happens to be in 
bold type. 


Any of various mercantile associations, such as the Hansards, the merchants of 
the staple, the Levant (Turkey), Russia, Eastland, and East India companies, 
and so forth, formerly holding, by government charter, the exclusive right of 
trade with certain countries. The members were subject to certain regulations 
intended to limit the trade so as to keep up prices, and were entitled to certain 
privileges, but each traded on his own separate capital. They were mostly 
formed in the 15th century, and had become of little or no importance by the 
year 1800. 
Senator Gore. Will you give that a TVA application ? 

Mr. Sammis. My interpret ation of the way I have used that word is 
that the TVA is not regulated as to the area in which it serves, or not 
regulated as to the 1 ates which it can charge. Therefore, in my term, 
it is unregulated. 

Senator Gorr. TVA has the most direct regulation. TVA is wholly 
and completely responsible to the Government. 

Mr. Samnis. Yes, sir. 
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Senator Gore. Being a wholly and completely Government-owned 
corporation. 

Mr. Samois. But under the act 

Senator Gore. So to the extent, according to the way in which you 
say you have used the word, to the extent that you use the word “un- 
regulated” as meaning that it is free of Government control and direc- 
tion, then you are 100 percent wrong. 

Mr. Samus. Insofar as area is concerned, and insofar as charges 
of rates, not wholly unregulated, but there is considerable latitude in 
there under the present law. 

Senator Gore. It matters not what your qualifications are, you 
come back to the basic thing, that TVA is wholly and completely a 
Government corporation, wholly and completely regulated and con- 
trolled by the Government of the United States. 

Mr. Samnis. But as to area, under the act, it is not. And as to 
rates, it is given a certain amount of latitude. 

Senator Gore. You mean by area that the Government does not fix 
exact boundaries? Is that what you mean? 

Mr. Sammis. That is right, sir. And the only limitation is this 
transmission distance which may be a variable distance with time. 

Senator Gore. Is there any protection of the area that a competing 
electric company cannot come into the area and serve the area without 
the consent of the Government ? 

Mr. Samnis. The competing company could try to come in. But 
they couldn’t compete with the difference in subsidies. 

Senator Gore. Is there any provision in the law which would pre- 
vent a company from coming in ? 

Mr. Samois. Not legally, I do not believe, except that where TVA 
is now selling customers, they have that sole supplier cl: ause in there. 

Senator Gorn. I wonder if you have such a provision in your 
contracts. 

Mr, Sammis. In our normal contracts with our residential, com- 
mercial, and industrial users, we do not. 

Senator Gore. I am not asking about residential. 

Mr. Samais. In our industrial contracts we do not. 

Senator Gore. What do you have? 

Mr. Sam™is. We make a year’s contract with them and then it 
continues from year to year unless canceled. That is our normal 
contract with our industrial customers. 

Senator Gorn. Do you have sole supplier customers with any of 
your customers ¢ 

Mr. Sammis. With some cooperatives, yes. 

Senator Gorr. Then you have the same thing that the TVA has. 

Mr. Samois. No. We don’t have sole supplier contracts with mu- 
nicipal systems that we sell to. 

Senator Gore. If a municipal concern was a cooperative, you might 
have such a contract, wouldn’t you? 

Mr. Samis. Let me explain it this way, Senator Gore. Ohio 
Edison, prior to the acquisition and merger into it of Ohio Public 
Service, which date was May 1, 1950, prior to that date Ohio Edison 
Co. had no cooperatives in its area. 

When it acquired Ohio Public Service Co. that company sold to 
some cooperatives in its area. We inherited those contracts. Those 
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contracts had some sole supplier clauses in them. They have con- 
tinued since that time. 

Senator Gore. Again it is a matter of degree. You are not against 
the sole supplier provision in the contract ? 

Mr. Sammnis. I was answering the question I thought about some 
other company trying to come into the TVA area. I don’t see how 
they could, under those conditions. 

Senator Gorr. How could they come into your area ? 

Mr. Samnis. They could come into our area, but not with respect 
to these cooperative contracts—that is the only point. 

Senator Gore. What procedure would another electric company 
have to follow to set up business, build a generating plant, and sell 
electricity in Columbus, Ohio, or Youngstown ? 

Mr. Samonis. In Ohio—the company would open up for business 
and get a franchise in the city of Youngstown. Then you have two 
companies, as I mentioned before, competing with each other, with 
duplicate facilities. 

Senator Gore. I didn’t ask you that. I know what you have. 

Mr. Samnis. Then I didn’t understand your question. 

Senator Gore. What procedure would this new company have to 
follow ? 

Mr. Sammis. It would have to try to go out and get customers, 
some that already existed or some that didn’t exist. 

Senator Gore. Wouldn’t it first have to obtain a franchise? 

Mr. Samus. Yes; I thought I mentioned that in the city of 
Youngstown. 

Senator Gore. That would be difficult to obtain, would it not ? 

Mr. Samais. I should think it would be. 

Senator Gore. Whether it should be or not, would it be ? 

Mr. Sammis. That is a matter of judgment as to what situation 
existed at the time. For instance, if a utility was not giving good 
service, and so forth, that would be another matter. If they were 
giving good service, the chances are there wouldn’t be any opportu- 
nity, so to speak, for the other fellow to do a successful business. 

Senator Gore. That is right. The door would be closed. So when 
you say that TVA is an unregulated monopoly 

Mr. Samais. Right, sir. 

Senator Gore. You bring to mind the fact that the TVA is more 
regulated than Ohio Edison, and has less of a monopoly in its service 
area than the Ohio Edison has. So why do you castigate TVA for 
being an unregulated monopoly ¢ 

Mr. Samais. I just made a statement. I didn’t know I castigated it. 

Senator Gore. Why did you make such a statement ? 

Mr. Sammis. Because I think they are, in those two spheres. 

Senator Gore. Would you say that Ohio Edison is a regulated 
monopoly ¢ 

Mr. Sammis. Yes, because they are regulated as to their rates, by 
the commission, and by the individual cities. 

Senator Gore. O. K. Go ahead with your statement. I am going 
to try not to interrupt you further. 

Mr. Sammis. TVA, as an unregulated monopoly, could ultimately 
destroy investor-owned companies now serving the areas to which 
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TVA might expand, with the resultant loss over the years of billions 
of dollars in tax revenues to local, State, and Federal Governments. 

The magnitude and seriousness of such possibilities are even more 
apparent when one considers that in the fiscal year 1956 well over 
one-half of TVA/’s sales in kilowatt-hours were taken by AEC and 
other Federal agencies (p. A41, TVA 1956 annual report). As 
»ointed out by the Comptroller General of the United States in his 
oe of April 18, 1955, to the Director of the Bureau of the Budget, 
and in his letter of July 26, a to Senator Dennis Chavez, chair- 
man, Committee on Public Works (p. 243 of the hearings before sub- 
committee of the Committee on Public Works, U. S. Senate on S. 
2373, July 21, 22, and 27, 1955), there is no assurance that the demands 
of AEC and other Federal agencies will not sharply decrease, leaving 
the TVA system with surplus capacity of millions of kilowatts. 

Senator Gore. Do you mean to imply there that TVA may not need 
additional capacity ¢ 

Mr. Sammis. I am calling attention solely to the fact that if—— 

Senator Gorg. What is your purpose ? 

Mr. Samnis. If Oak Ridge canceled there would be considerable 
capacity. 

Senator Gore. What is your purpose in calling that possibility 
to the attention of the committee ? 

Mr. Samais. I get to that in the next sentence. If I may. 

Senator Gore. All right. 

Mr. Sammis. The existence of considerable surplus capacity could 
be a temptation to further expand the TVA area in order to find 
additional markets. 

Senator Gore. You are implying there, then, that TVA not only 
may be without the need for additional capacity, but may in fact have 
a surplus capacity. 

Mr. Samnis. Right, sir. 

Senator Gore. Basing your statement upon that assumption, you 
are in direct disagreement with the statement made by Prccdess 
Eisenhower in his budget message. 

Mr. Samus. I don’t ‘know what his statement was, sir. 

Senator Gore. Go ahead. 

Mr. Sammis. The absence of any provision expressly limiting the 
use of TVA power facilities (either those now existing or those to 
be built from the proceeds of revenue bonds) to serving the present 
TVA service area points up the dangers inherent in the present sit- 
uation. These dangers will be accentuated if TVA is given authority, 
as outlined in S. 1869 (Senator Kerr’s bill), to issue revenue bonds. 

To assure that TVA fulfills the purposes for which it was created, 
and that it does not either encroach upon the service areas of regu- 
lated and tax-paying utilites outside its zone of operations, or drain 
off industry from other States through the creation of large and 
constantly expanding blocks of subsidized power, the Representatives 
and Senators from all of the States should continue to maintain 
primary and enveloping control over this agency 

For these same reasons the Congress should not approve the pro- 
posal included in the pending bills which would authorize TVA’s 
leasing, lease-purchasing or contracting for the output of plants 
financed by revenue or other bonds of other governmental or otherwise 
tax-exempt agencies. 
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Further, the operations of TVA, through governmental investment, 
should be conducted on a basis fair and in the interest of all taxpayers 
and not just for the advantage of those within the area served. 

An editorial in the Cleveland Plain Dealer for July 1, 1955, 
expressed it thus: 

It makes no sense to us that the people of Ohio should be required to pay 
part of the electricity bills for individuals and industries in Tennessee and other 
States served by public power projects. But they do pay part of the costs, due 
to the fact that the public power projects pay no Federal taxes or financing costs 
on the money they get from the Federal Government. 

I have personally disagreed with past decisions of Congress which 
have resulted in TVA having generating facilities other than hydro- 
electric facilities. In 1948, in seeking congressional appropriation for 
the Johnsonville steam plant, TVA took the position that its power 
business was not incidental to navigation and flood control and avowed 
its function to be that of exclusive power supplier to the Tennessee 
Valley region. 

Steam-electric generating capacity added to its system has had no 
relation to nav igation or flood control. It has been added for the sole 
purpose of selling power in ever-increasing amounts in the area. From 
information about TV A’s construction activities appearing in TV A’s 
Annual Report for the fiscal year 1956, the system installed capacity 
in 1959 will be approximately 11 million kilowatts, divided approxi- 
mately two-thirds steam, and one-third hydro. 

The Federal Government should afford equal treatment. to both 
the investor-owned companies and the Government-owned power agen- 
cies to the end that there shall be no unjust discrimination among elec- 
tric customers. In other words, fair play should prevail, and this 
means that Government should include the true costs in its prices for 
power. 

To be fully comparable such costs must include, among others, costs 
of money and the equivalent of the Federal, State and local taxes paid 
by the customers of investor-owned electric utility companies in their 
electric service bills. 

If the Federal Government with the moneys of its citizens is go- 
ing to compete with them in business, certainly it should be on an 
equal basis with investor-owned business, charging to such business the 
true costs of doing business, and not base its prices on subsidized costs 
at the expense of the customers of the investor-owned utility companies 
and other taxpayers. 

Fourteen cents of every dollar collected from the customers of the 
investor-owned utility companies through their electric service bills 
goes for the support of the Federal Government. This amounted to 
approximately a billion dollars in 1956, Customers of Government 
power agencies on the other hand are rt from paying through 
their electric bills a share of the cost of the Federal Government, as 
Government power operations do not pay Federal taxes for the sup- 
vort of the Federal Government. 

Another 9 cents of every dollar electric light and power companies 
collect from their customers goes for the support of State and local 
governments, but Gover nment power agencies make comparatively 
little, if any, payment in lieu of State or local taxes. The TVA and its 
distributors in the fiscal year 1956 paid only 3.58 cents per dollar of 
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ower revenues collected, for local and State taxes or equivalents. 
TVA itself paid only 1.87 cents per dollar collected. 

If we consider State and local taxes or the payments in lieu of 
State or local taxes as a percentage of gross electric plant the dis- 
parity is even greater as the electric light and power companies’ 
figure was approximately 2.16 percent of gross electric plant in 1956 
as s compared with a figure for fiscal 1956 of approximately .51 percent 
of gross electric plant for the TVA and its distributors, or approxi- 
mately .! .25 percent of gross electric plant for TVA itself. 

Consistent with the foregoing and because our industry believes 
that if, in the future, the electric customers in the area served by TVA 
need more power such additional power could be and should be sup- 
plied by investor-owned companies, we are opposed to the proposed 
authorization for issuance of revenue ee by TVA. 

Senator Gore. Thank you very much, Mr. Sammis. 

Mr. Sammis. Thank you, Senator Gore. a appreciate the oppor- 
tunity of being heard. 

Senator Gore. I made a statement earlier in the day that the 
United States Chamber of Commerce is usually opposed to all progress. 
Their stated position now is in opposition to any additional Federal 
aid to education; any extension of the minimimum-wage law; Gov- 
ernment entry in commercial use of atomic energy; any preference 
provision for public power; any Federal aid to depressed areas; and 
in my years in Congress, which are now 19, I seem to recall that they 
have opposed many, many measures—I cannot recall that they have 
opposed all measures for social progress—but I seem to recall their 
opposition to programs like social security, unemploy ment compensa- 
tion, workmen’s compensation, wage- and-hour legislation, creation 
of Securities and Exchange Commission, creation of the F ederal Power 
Commission. The United States Chamber of Commerce has an un- 
enviable record. 

The committee will stand adjourned until 10 tomorrow, when the 
committee will hear Mr. Clyde Ellis, and then the TVA technical 
staff. 

(Thereupon, at 5:40 p. m., the subcommittee was adjourned, to 
reconvene at 10 a. m., Friday, June 7, 1957.) 
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FRIDAY, JUNE 7, 1957 


Unirep States SENATE, 
ComMITT£cE ON Pusiic Works, 
SUBCOMMITTEE ON FLoop Conrrot—Rivers AND Harepors, 
Washington, D.C. 

The subcommittee met, at 10:40 a. m., in room 412, Senate Office 
Building, Hon. Robert S. Kerr presiding. 

Present: Senators Kerr (chairman of the subcommittee), Gore, 
Scott, Carroll, Case and Kuchel. 

Also present : Senator Cooper. 

Senator Kerr. The hearing will come to order. 

Mr. Ellis, we are glad to have you before the committee again for 
what we believe to be one of the important pieces of legislation be- 
fore this Congress and legislation with reference to which the Chair- 
man regards you as one of the outstanding authorities in the country. 
We will be glad to have your statement. 

Senator Carron. Mr. Ch: airman, if I might interrupt, I would 
like to be excused. I want to go down to the Idaho Power fast tax 
writeoff hearing. I would like to hear Mr. Ellis. I will take his tes- 
timony to the office and I will read it. 

Senator Kerr. Very good, Senator. 


STATEMENT OF CLYDE T. ELLIS, GENERAL MANAGER OF THE 
NATIONAL RURAL ELECTRIC COOPERATIVE ASSOCIATION 


Mr. Exxis. Mr. Chairman, I appreci iate your statement. 

For the record, my name is Clyde T. Ellis. I am general manager 
of the National Rural Electric Cooperative Association, the national 
service organization representing 92 percent of the operating rural 
electric systems of the country, which serve about 4 million farm 
families and rural establishments in 43 States and Alaska. 

Senator Kerr. Mr. Ellis, as a matter of information, what States 
have no rural electric service? I think I could guess on account 
of their size and industrial complexion or—— 

Mr. Exxis. Rhode Island, Connecticut, Massachusetts, and Nevada. 

Senator Kerr. Four? 

Mr. Exuis. Right. 

Senator Kerr. Good. Thank you. 

Senator Case. Mr. Chairman. 

Mr. Ellis, you say that 92 percent of the REAs are dues-paying 
members ? 

Mr. Exuis. Right. 
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Senator Case. How do you determine the dues that they pay ‘ 

Mr. Extis. It is set up by formula. It was $10 per connected con- 
sumer per year until 2 years ago; at the national meeting they 
changed it to increase the dues to a maximum of 12% cents per 
member, based on usage, with a minimum of 10 cents. The formula 
causes them all to pay either a minimum of 10 cents or somewhere 
in between 10 cents and 121% cents. 

Senator Case. Off the record. 

( Discussion off the record.) 

Senator Case. How much of a budget does that create for you? 

Mr. Exuis. Well, there are slightly less than 4 million connected 
consumers, so it gives us a budget now of something in excess of 
$400,000. 

Senator Case. Something in excess of $400,000 per year? 

Mr. Exuis. Yes. 

Senator Case. Do you publish a financial statement ? 

Mr. Exxis. We have a financial statement which is available to 
our members; yes. 

Senator Case. Well, would you object to putting your most recent 
statement in the record ¢ 

Mr. Exits. Oh, I will be happy to. 

Senator Casr. Does that disclose your disbursements ? 

Mr. Exxits. Well, in general, surely. It is the usual financial state- 
ment prepared by auditors. 

Senator Case. When you say it is available to members, do you 
mean to individual consumers or to the member co-ops ? 

Mr. Extis. We take it to the meetings and have it available on 
tables that the folks can pick up. It is “made available to anybody, 
there is no secret about it. 

Senator Casge. Well, then, let’s incorporate a copy of it in the record 
at this point. 

(The information requested is as follows :) 





Bui 


Grou 
( 


4 


Spec: 


rn 





AMENDING THE TVA ACT 


ExuHisit A 


189 


NATIONAL RURAL ELECTRIC COOPERATIVE ASSOCIATION, WASHINGTON, D. C. 


Balance sheet as of Dec, 31, 1956 








General fund: ASSETS 
Current assets: 
Cash in bank and on hand____-_-----_-_-___ $169, 619. 63 
POT CRITI rsa thn ect ws cinitaatntneigeompiens 30, 222. 63 
Due from related funds and groups: 
Tune Tan ~~ = $78, 500. 42 
Group purchasing program 
ae oe an ae eee 16, 920. 02 
Retirement and security sec- 
a, ies s Mcieeare nee meee 17, 599. 17 
Group insurance section__.__ 2, 714. 59 
— 115, 734. 20 
Inventory of merchandise_______---~_~ ate 9, 829. 74 
Prepaid expenses and deposits_______-_ iri 5, 676. 02 
SEE SPC PII ras rts or eren cereal wencenrannees 
Other assets : 
Note receivable from sale of land and 
UNI acs ns ss nica ies creases pie anion sa _ $61, 107. 00 
Accrued interest on above____..-----_---- 127. 24 


Fixed assets: 
Furniture and fixtures at cost._...._.______~_ 65, 308. 74 
Less reserve for depreciation—20 percent 

OS ED senainsics peatecaic acme ieee eee ee Sims 51, 108. 10 
Total fixed assets_ 


“SEL SOROPRT TUN BORON. Qn cicccencnismnecusueounn 
Building fund: 





UI Bik NN ie eiiiiten Cokie cam --.--.. $19,505.08 
Investment—2'4 percent time cer- 
tificate deposit______ aa ane $65, 000. 00 
Accrued interest on above_______-___ 1, 491. 44 
—————__ 66, 491. 44 
IE ts Fe si iarigiocnn anes coed ovcilteemeacaaeaped 161, 084. 62 
Building: 
Construction in progress____ ~ $772, 097. 09 
Door and partition work______- 22, 594. 74 
—_—_—————-_ 7, 691. 83 
First trust notes issue cost___----_- 1, 517. 66 
Less reserve for amortization_____- 48. 36 
———_—_— 1, 474. 30 
Prepaid insurance premiums______.....-..-_-__ 2, 484. 45 


Total building fund assets_________~- 
Group purchasing program fund: 


OUR igs asec serene tccntniog ap ch ga dacts apache regoae eens aad $15, 667. 18 
PEDO rin aoc ws ac. cect hs 0 twin 78, 048. 50 
Total group purchasing program fund_____...--________ 
Special funds: 
Motion picture film fund: 
aT as oaia cule tadns onus Race antaaeguee $865. 37 
Special reserve fund: 
RARE TE Doon cite nm enncwnniaumexmmuns _ 400.00 


Total special funds 


Ee gic sii citarid opircwiecinemitiepbictciia sane wauaceuseseicintweckiancnimtio’ 


$331, 082. 22 


61, 234. 24 


14, 200. 64 
406, § 


ou 
_ 
-l 


.10 


1, 045, 681. 7 


t 


93, 715. 68 


1, 265. 37 


1, 547, 179. 87 
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LIABILITIES, DEFERRED INCOME AND SURPLUS 
General fund: 
Current liabilities : 


I mice enigbees $37, 018. 10 
Accrued and withheld taxes payable___----- 5, 072. 56 
Pape Gecuctions; Net... ncn -~- 87. 75 
ESS ES a ee ee ee ee ee $42, 178. 41 


Deferred income: 
Collections applicable to subsequent periods: 








A $187, 583. 66 
Magazine subscriptions__..............- 13, 461. 53 
Annual meeting exhibit rentals________- 20, 760. 00 
Management Institutes fees_._._._____- -- 3, 141. 50 
I I te se slanted capes 224, 946. 69 
Total current liabilities and deferred income__---- 267, 125. 10 
Surplus, exhibit C: 
Cee ac be pohigneainiaaman $103, 041. 98 
Reserved for use of Management Institutes_ 36, 350. 02 
a icc igi des biuhtuibaees eoiereiecnen 139, 392. 00 





Total general fund liabilities, deferred in- 
Comme SUG SUING. 23s enn is pelehapelspidia Shun endin ca viene 406, 517. 10 
Building fund: 
Accounts payable—Charles H. Tompkins Co____- $38, 128. 55 
I NU IN ra cn ccd tmigeirineliaies 78, 500. 42 
First trust notes payable, 214 per- 
ee as $720, 000. 00 
Less principal curtailments there- 
OR ote Seti en eben 12, 510. 27 
—— 707, 489.73 





mocruee lopeee: On Bove... 5.6... 6, 923. 78 
Total building fund liabilities_._...........____ 831, 042. 48 
Fund balance: 
Balance at beginning of year____ $186, 136. 29 
Net income during 1956 (See 
letter for details) ______ 28, 502. 95 


—_————- 214, 639. 24 


Total building fund liabilities and fund 


ares Dib sea aimnnccubarwrteaceiwnics res 1, 045, 681. 72 
yroup purchasing program fund: 
I wen cousin medians $76, 795. 66 
a oe sas enuceceb asbienecneneniao miss 16, 920. 02 
Total group purchasing program fund liabilities__._._.__._____- 93, 715. 68 


Special funds: 
Fund balances: 


Motion picture NO one $865. 37 
IE I NO ano eam eatenwarn cca arin 400. 00 
OE CE) CN DOIN OOD 6 oo sisi ween akencenne 1, 265.237 


Total liabilities, deferred income, surplus 
I aoa cc receeagoninio wine x 1, 547, 179. 87 








in 
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Exuisit B 


NATIONAL RURAL ELectric COOPERATIVE ASSOCIATION GENERAL FUND, 
WASHINGTON, D. C. 


Statement of actual income and expense compared with the budget for the year 
ended Dec. 81, 1956 


| 


| Actual over 
Actual | 1956 budget | or under (—) 














budget 
oa i ih Bo tite AT icine tee Bias | ee 1 
Income: | | 
Membership dues. | $399,889.01 | $373, 000. 00 | $26, 889. 01 
Membership fees_ 80. 00 30. 00 | 50. 00 
Exhibit rentals. - --- 30, 527. 00 | 30, 000. 00 527.00 
Interest earned ad 240. 92 | 500. 00 — 259. 08 
Group Insurance Section Administration 31, 300. 00 | 31, 300. 00 | 
Management Institutes enrollments 107, 743. 58 100, 300. 00 | 7, 443. 58 
Group purchasing discounts 5, 492. 79 4, 000. 00 | 1, 492. 79 
Net profit from sale of merchandise - . 4, 073. 35 | 3, 000. 00 | 1, 073. 35 
Miscellaneous. --- 377. 24 100. 00 277. 24 
Magazine: | 
Advertising—less commissions and discounts- - 72, 469. 24 65, 000. 00 7, 469. 24 
Subscriptions. neca 26, 341. 43 | 25, 000. 00 1, 341. 43 
Retirement and security section - -- R 50, 286. 68 64, 350. 15 —14, 063. 47 
fe ib 
Total income. -. 728, 821. 24 696, 580. 15 82, 241. 09 
Expense: | 
General services department, schedule 1 255, 608.88 | 268, 618. 08 —13, 009. 20 
Legislative, research and management department, sched- 
ule 2 93, 693. 38 | 87, 849. 14 5, 844. 24 
Publication department, schedule 3 159, 685. 19 154, 590. 94 | 5, 094. 25 
Retirement and security section, schedule 4 50, 286. 68 | 64, 350.15 | —14, 063. 47 
Group insurance section, schedule 5 27, 543. 30 31, 128. 53 | —3, 585. 23 








Management institutes department, schedule 6. 78, 216. 51 | 87, 400. 00 | —9, 183. 49 


Total expense | 





693, 936. 84 ‘| —28, 902. 90 








Excess of income over expense (see distribution below) _| 63, 787. 30 e 643, 31 ee 

Total to free surplus account, exhibit C 34, 260. 23 Se P4Bh anh 

Total to surplus account reserved for Management | 
Institutes, exhibit C 29, 527.07 | 

Total. _- ; 63, 787. 30 


(The full financial report and audit is in the files of the committee. ) 

Mr. Exuis. I will be happy to furnish the data. I hope you will 
take the same interest in the power company financial statements, 
Senator, because one of the things we would like to see before this 
committee and in the record is the amount which the power com- 
panies—and I can assure you it runs into many millions—are paying 
into propaganda campaigns to influence legislation and political ex- 
penditures one way or another. I would like to see them have the 
same kind of treatment. I would welcome an opportunity to put 
our statement in the record but I hope you will direct the same request 
to them. 

I would hope that you would get from Mr. Sammis, who appeared 
here yesterday, the same kind of information. 

Senator Casg. I was not privileged to be present at the hearings 
yesterday. I don’t know what he presented, but you are a direct 
witness before congressional committees and I would think that there 
was nothing inappropriate; in fact, I would think that you would 
probably be glad to have your activities shown as reflected by your 
financial statement and your annual report. 
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Mr. Exxis. Right. I think that I would also get the benefit out of 
seeing—lI think our program would—similar financial statements from 
the private power companies which appear before congressional com- 
mittees. 

Senator Casr. Why do you raise that question ? Do you regard 
the admission of the National Rural Electric Cooper ative Associa- 
tion and the power companies as essentially enemies one of the other ? 

Mr. Exuis. I regard the power companies as bitter enemies of the 
rural-electrification program. I do not regard the Rural Electrifica- 
tion Administration program as bitter enemies of the power com- 
panies or enemies at all. Everything that the rural-electrification 
program fights for the power companies fight against. They fight 
to take our better users. They fight to kill our systems off. They 
fight to cut off our power supply, just as they are fighting against 
TVA. 

Senator Casr. Mr. Chairman, that, I think, is an unwarranted gen- 
eralization on the basis of the relationships between some of the 
power companies in my State and the rural-electric cooperatives. 
Certainly, we in the area in which I happen to live and where I am 
a member of our local REA, the power company and the REA there 
have worked hand in hand. In fact, the rural-electric co-ops have 
their power installation on the same property with the power com- 
pany; they put a generator in there, the power company which had 
a man on the job for its two generators services the generator of the 
co-ops, and they work very much together. There hasn’t been any 
of this opposing or fighting for customers or anything of the sort 
there. 

Senator Kerr. Well, I think this, of course: The witness is ex- 
pressing his own opinion which, of course, he has the perfect right 
to do, and the Senator from South Dakota is expressing his opinion, 
which I respect. with equal devotion as I do that of the witness. I 
will say that in my area the description that the Senator from South 
Dakota has given would apply to one or more utilities, in my judg- 
ment, and also the analysis that the witness has made would apply to 
others. 

Senator Case. That, I think, is a good point. I think there are 
evidences in which power companies have been antagonistic to pro- 
grams of the REA, but the generalization which the witness observed 

caused me to say at least that there are some power companies to 
whdah that generalization would not apply. 

Senator Kerr. And the chairman of the committee having felt 
the intense heat of the political wrath of some of the utilities in his 
own area, I think solely because of my advocacy of legislation favored 
by the rural electric cooperatives, might make me a prejudiced wit- 
ness in the execution, Senator. Yet, in all fairness, I must say that 
I can name utilities, or more than one, that would conform to the 
description which Senator Case gave. 

Mr. Evuis. Mr. Chairman, there may be isolated instances where 
the power companies are not trying to kill off the rural electrification 
program, but I think it would be interesting to take even the company 
to which the Senator refers and determine whether or not it 1s con- 
tributing to the ECAP—the electric companies advertising pro- 
gram—which is fighting viciously against the programs the rural 


electric cooperatives support, including TVA. 
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It would be interesting to see how much financial support is given 
to the various other front organizations of the power companies, and 
there are many of them which fight against these programs, with 
representatives testifying before the committees, including the United 
States Chamber of Commerce. All of these things add up to the fact 
that they oppose us, Senator. Usually the power companies try to 
get along better at the local lev el, but they give us fits at the national 
level, and in many cases they actually invade us at the local level. 

Senator Kerr. Let me say to my good friend who is now the wit- 
ness: No. 1, we are primarily interested in the legislation before us; 
and No. 2, I know of no man better able to take care of himself in the 
environment that he has described than the witness, or who has suc- 
ceeded in doing it with more of the attitude of happy warrior and 
the gladsome gladiator. I would really feel that he would be under- 
nourished without it, and if it entirely disappeared, I would have 
grave concern as to whether or not it might not be fatal to my good 
friend. { Laughter. | 

Mr. Ex.is. Mr. Chairman, I am testifying before your committee be- 
cause our people are on record in favor of a TVA self-financing law 
as set forth in H. R. 3236 and H. R. 4266 and as envisioned in S. 1869. 
The most recent resolution supporting this legislation was adopted 
unanimously at our national annual meeting in 1 Chie: ago on March 7, 
1957. This meeting was attended by over 5 000 of our ‘directors, man- 
agers, attorneys, and other key people. A copy of their resolution 
is attached to and made a part of this statement. 

There are 51 rural electric cooperatives which purchase all or part 
of their wholesale power from the TVA—most oF theta buy all of it. 
Most of them have no alternative source. Last year these 51 electric 
cooperatives purchased over 3.3 billion kilowatt-hours of electricity 
from the TVA at an average cost of 4.8 mills per kilowatt-hour, com- 
pared to an average nationwide cost of 7.2 mills per kilowatt-hour. 

Our interest in the TVA stems, emues er, not only from this fact. 
Our cooperatives throughout the Nation are interested in the TVA 
because they all have a ‘vital interest in the Federal wholesale power 
program. ie a third of all the rural electric cooperatives in the 
country get all or part of their wholesale power supply from Federal 
power agencies. 

Our people are well aware of the fact that the existence of TVA is 
important to systems which never have and probably never will re- 
ceive any power from this or any other Federal agency. Why? Be- 

cause of the healthy competitive effect which the TVA yardstick has 
long had on the rates of not only the private power companies which 
surround the TVA area, but on all private power companies. For this 
reason, if for no other, we urge the passage of a TVA self-financing 
bill. 

Our people in the TVA region are vitally concerned over the future 
of the TVA because, like the cooperatives throughout the rest of the 
Nation, they are running out of a source of wholes ale power. The 
TVA cannot continue to meet the needs of its customers unless it is 
provided with the necessary authority to float securities and continue 
to maint ain its traditional manageri: al autonomy. 


That is, it can’t do that if there are not going to be congressional 
appropriations. 
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The TVA estimates that normal growth in its existing service area, 
exclusive of all atomic energy and other Federal uses, will require 
approximately 750,000 kilow: atts of new generating capacity each year. 

Now, that is understandable in the light of the fact that the power 
industry is the fastest growing major industry i in America. There is 
no other, we believe, growing anything like as fast. The rural electric 
segment of the power industry is growing very fast, even faster than 
the whole power industry. The whole power industry i is doubling its 
usage every 714 to 10 years and the predictions now are staggering y for 
future use of electricity. Rural electric usage 1s doubling « every 414 
to 5 years, and that is very rapid growth in any industry. 

Senator Kerr. Can the witness provide the committee with a de- 

tailed statement, documented statement, of the sources of the predic- 
tions upon which he has just stated that conclusion ! 

Mr. Exuis. I shall be happy to do that and I can tell you generally 
now that the forecasts are based upon power company predictions as 
well as others. 

Senator Kerr. I want to say to the witness that I entirely agree 
with him. I saw an article in the financial page of one of the New 
York papers recently where an executive of the Westinghouse Corp. 
had made just that prediction, that the use of electric power would 
double generally each 7 years in the foreseeable future and it intrigued 
me so much that I have since been trying to find documentary evi- 
dence or responsible estimates to cor roborate it. If the witness coulda 
furnish that, it would be a service to the committee. 


NATIONAL RURAL ELECTRIC COOPERATIVE ASSOCIATION, 
Washington, D. C., June 10, 1957. 
Hon. Rosert S. KERR, 
Public Works Committee of the United States Senate, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR KERR: During my testimony on June 7, 1957, on S. 1869 you 
requested that I submit for the record information on the growth of electric 
output and consumption in the United States. 

You made reference to a statement by Mr. Charles H. Weaver of the Westing- 
house Electric Corp., who reported on the fact that total output and needs of 
electric energy were increasing tremendously, and would continue to do so in 
the future. Mr. Weaver made this statement in a speech entitled “Power- 
Energy Requirements to the Year 2000 A. D.” He said, in part, that the 
McKinney Panel on the Peaceful Uses of Atomic Energy estimated that “* * * 
our total electrical output may go up 3 to 5 times in the next 25 years.” 

I made the statement that the privately owned electric utility industry has 
been doubling its kilowatt-hour sales to ultimate consumers from every 7 to 
10 years, and the rural electric cooperatives have been about doubling their 
kilowatt-hour sales in every 4 to 5 years. Following are the facts to support 
this statement: 

(1) The Federal Power Commission in their publication, Statistics of Elec- 
tric Utilities in the United States, 1955, Privately Owned, reported that from 
1937 to 1947 total kilowatt-hour sales increased from 92,012 millions to 184,847 
millions—doubling almost exactly. From 1945 to 1955, the latest information 
available, total kilowatt-hour sales for privately owned class A and B electric 
utilities increased from 164,250 millions to 368,956 millions—slightly more than 
a doubling. 

(2) As regards the rural electric systems, from 1943 to 1948, a 5-year period, 
total system input increased from 1.9 billion kilowatt-hours to 5.2 billion— 
more than a doubling. In 1950 total rural electric system input was 8.3 billion 
kilowatt-hours and by 1955 had more than doubled to 18.3 billion kilowatt-hours. 

Based on these and similar figures from other sources, we make the statement 
that in the electric utility industry as a whole kilowatt-hour sales double 
about every 7 to 10 years, and in the rural electric cooperative segment of the 
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industry total kilowatt-hour input (roughly equivalent to kilowatt-hour sales) 
doubles in about every 4 to 5 years. 
I trust that this information answers the question you raised, Senator Kerr. 
Sincerely, 


CLYDE T. ELLs, General Manager. 

Mr. Exits. We shall do so. 

At current prices, 750,000 kilowatts of new generating capacit 
would cost approximately $150 million. It is possible for the TV 
to finance part of this new -apital out of current earnings, but, as is 
true for every electric utility, including the private power companies, 
it cannot provide all the needed new ¢ apital from this source. The 
TVA estimates that only about half of its capital requirements can be 
financed out of current earnings, I believe. 

Since the Congress and the administration have objected to making 
the necessary appropriations, the remainder will have to come from 
some other source—logically, through the issuance and sale of reve- 
nue bonds. 

Senator Kerr. May I interrupt again, Mr. Ellis. 

Your estimate that 750,000 kilowatts would cost $150 million, how 
much does that figure out per kilowatt ? 

Mr. Exxis. Two hundred dollars. 

Senator Kerr. Is that the generally accepted figure in the industry ? 

Mr. Extis. Sitting on my right is our electrical engineer, Charles 
Robinson, Jr., who ‘tells me that the figure is a little high for that 
section of the country , but that is roughly correct. 

Senator Kerr. I had thought it was nearer $150 to $160, that is the 
reason I asked the question. 

Mr. Exxis. It depends on several factors, I understand. 

Senator Kerr. Maybe the area. 

Could the witness tell us, generally speaking—if not, I would like 
to ask the Senator from Tennessee if he could—the present estimate 
per kilowatt of the cost of constructing atomic reactor generating 
facility ? 

Mr. Exxts. I don’t think we can answer you on that although we 
have a study team and we are working in the area. We are trying 
to get three rural electric generating co- ops underway, but there is 
not any evidence yet that would enable us to give youa figure, I believe. 
We know that the first gener ators are going to ‘cost more. We hope 
that the Atomic Energy Commission will underwrite the cost above 
conventional cost in order to get some of the experimental plants un- 
derway because the program is lagging far behind, we believe, what 
it ought to be, and far behind what it is in Great Britain and in 
Russia. 

Senator Kerr. Za you know that, Senator? 

Senator Gore. I do not know that. The only experience we have 
had in this country in construction of a large-scale atomic reactor 
to the point of nearing generation of power is the Shippingport 
plant. There the cost has been so fantastic that it does not lend 
itself to reasonable analysis. The last estimate I received there was 
that the power from Shippingport would cost about 75 mills, some- 
thing like 10 times an economic rate even in high-cost power areas 
in the country. It is estimated by competent engineers that by suc- 
cessive generations of reactors we can approach or perhaps achieve 
8-mill power within the foreseeable future. 
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Senator Kerr. Very good. Pardon me for interrupting. 

Senator Case. Mr. Chairman ? 

Senator Kerr. Yes. 

Senator Cass. I would like the privilege of revising these figures, 
if my memory is incorrect, but it seems to me that within the past 
couple of w eeks the announcement of the atomic- -energy plant which 
is to go into southern Minnesota or eastern South Dakota was given 
as $25 million, and I believe their capacity was to be 65,000 kilowatts. 
That would be about $400, which would be 

Senator Kerr. If that is within the realm of probability, I would 
say that they have made tremendous strides, and I would be happy 
to have the Senator be able to confirm that, if he can. 

Senator Casg. I will check on that. There was an announcement 
with a definite plan with the Atomic Energy Commission approval. 
I think it was announced within the past couple of weeks. 

Mr. Exxis. We stack that up against the Atomic Energy Com- 
mission Chairman’s statement of several years ago, I believe, that 
electric power produced from the atom ultimately would be too cheap 
to meter, and against Great Britain’s claims that they now have their 
program competitive. They now are producing, as Senator Gore 
says, successful plants; they have the price competitive with coal 
production. 

Expansion of the TVA facilities is needed because 51 rural electric 
cooperatives depend on the TVA for their source of wholesale power 
and their needs are growing rapidly; 98 publicly owned municipal 
systems currently purchase over 12 billion kilowatt-hours of power 
from the TVA and their demands are growing; TVA furnishes power 
to some very vital Federal projects—I: ist year the atomic-energy 
plants and other Federal defense projects used 57 percent of the 
TVA output—and their needs are increasing; the TVA yardstick 
has reduced rates charged by private power companies around the 
TVA area and influenced the operation of the private power com- 
panies throughout the Nation; TVA is revered as an example of = 
ning, cooperation, and comprehensive development of a river basin 
throughout the world, and TVA must have an additional source of 

capital i in order to expand to meet even its normal growth. For these 
reasons we appeal to your committee and to the Congress to act 
speedily and to enact a TVA financing bill. 

We urge passage of a TVA self- financi ing bill because apparently 
the time has passed when the TVA can count on the Congress to 
provide it with the funds needed to meet the rapidly growing ‘demand 
for power in the area, including Federal military projects. From 
fiscal 1953 when appropriated funds for the TVA totaled $336,027,000, 
appropriations fell to $27,053,000 in 1956, and to a mere $5,357,000 for 
fiscal 1957. For fiscal 1958, the Bureau of the Budget has requested 
no funds for power facilities for the TVA. If the Congress will not 
provide the necessary funds needed for the continuation and expansion 
of the TVA—and I am talking prince ipally, of course, about vertical 
expansion because there is no “territorial expansion—lI think, in ac- 
cordance with the existing act, we implore you to provide the TVA 
with an alternate source of funds—even at ‘higher costs. A refusal 
to do so could well lead us to other Dixon-Yates deals which would 
herald the beginning of the end for TVA. 
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We urge the passage of a TVA self-financing bill because we believe 
in “institutional competition.” The electric-power industry is a 
monopolistic industry, and the TVA serves as a yardstick to measure 
the efficiency of this industry, by injecting an element of competition. 

The TVA has done its job well. You have all probably seen the con- 
centric circle map showing the relation of the Federal yardstick to the 
rural electric wholesale rates, but if not, I am attaching a copy to this 
map for your information as a part of this statement, and it is the 
last page and I will ask you to take a quick look at that concentric 
circle map which shows the average price of power purchased by the 
rural electric borrowers for the year 1955 and not how the price of 
4.9 mills in TVA is apparently reflected in those various concentric 
circles. The rate goes up about every 150 to 200 miles on all sides and 
successively progressively away from TVA. For instance, in Ken- 
tucky a rate of 8.2 mills; in Indiana, Ohio, rates of—I can’t read the 
Indiana one on here 

Senator Kerr. 8.7. 

Mr. Exxis. In Ohio the rate is 8.7, and in the South it ranges still 
lower; in Mississippi 6.4. These are private power company rates. 
In Georgia, 6.6. But you go the next 150 or 200 miles the rates go 
up again. Now the same thing happens around the other Federal 
power projects. The same thing, for instance, in the Northwest, 3.2 
in Washington ; the next circle area 5.3 and on up. 

We do not want this yardstick destroyed or rendered ineffective. 
It is in reality a combination of factors comprising the Federal 
wholesale power agencies such as TVA and Bonneville, plus the 
municipal and cooperative generating and distribution systems, all 
of which work together to maintain “competition in the electric in- 
dustry, competition of a form, and all of which are necessary to the 

yardstick principle. As you know, TVA like the other Federal 
power agencies sells its power wholesale. It is not in the distribution 
business. 

Therefore, it takes the public or cooperative distribution to com- 
plete the yardstick. 

In defending this yardstick, we are not interested in hurting any- 
one—the private power companies or anyone else. But we cling 
tenaciously to this yardstick principle because we are interested in 
providing the lowest possible cost electric power to the people and 
industries of the Nation. 

We cannot support, nor could any citizen who has studied the oper- 
ation and success of the TVA, in my opinion, the propaganda put 
out by the private power companies and their spokesmen who say 
that the TVA is “creeping socialism,” “favoritism” or some other 
vile and malignant “political” disease. History has shown that the 
power companies adjoining the TVA area have flourished since its 
inception and since the TVA set the example for what can be done 
with promotional rates—with mass production and mass consump- 
tion of electricity at low unit costs. Indeed, the private power com- 
panies adjacent to the TVA have enjoyed a more rapid growth in 
net income than the average for the industry over the country. 

By the same token, we cannot swallow ne propaganda put out by 
these same private power companies and such supposed and so-called 
fact-finding study groups as the Hoover Commission who constantly 
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cry out about imperfections of the yardstick and engage in all kinds 
of questionable mental and statistical gymnastics to show that the 
TVA yardstick is something less than 36 inches. The facts belie 
their contentions. 

The idea of a TVA self-financing plan, as you all know, is not new. 
The TVA and its distributors 2 years ago proposed such a plan, and 
hearings on this plan, the Kerr bill, were held by this subcommittee 
in 1955. Strange as it may seem, the private power companies, who 
for years said they wanted the TVA to become self-sufficient and do 
its own financing, are now opposed to the TVA self-financing bill. 
And the opposition has not ceased. 

In the House of Representatives over the past month or so, hear- 
ings on a TVA financing bill were held, and again there was power 
company opposition to permitting TVA to finance new capacity 
through the use of revenue bonds. And, of course, we heard more of 
it here yesterday from Walter Sammis, representing Edison Electric 
Institute, which is one of the propaganda agencies of the power 
companies. 

For years the opponents of TVA have argued that the TVA was 
not a fair measure of the costs of producing or marketing power be- 
cause it did not have to go to the private money market for its 
capital; that was a principal argument that they used. 

At the same time, however, the private utilities have been careful 
never to mention the fact that the TVA has earned a 4-percent return 
for the Federal Government on all the money invested in the TVA 
power system. The private utilities through their propaganda organs 
and fronts have spent millions of dollars trying to convince the Ameri- 
can public that their taxes are being used to subsidize power in the 
TVA region because the Government advanced money to help build 
the TVA system. 

In the past, following this line of attack, the private utilities have 
advocated that TVA be made to borrow its mone y in the open market 
from commercial sources the same way the private power companies 
do. Now that the TVA has proposed to do so, the private power 
companies oppose that. Why? 

As I look at it, the answer is relatively simple. The private power 
companies know that TVA would continue to act as a yardstick even 
by arranging for its own financing. The private power companies 
are still out to kill the TVA; that is why they are opposing TVA 
self-financing right now, whereas in the past they supported such 
a move, perhaps insincerely, as an alternative, of course, to TVA 
appropriations by the Congress. 

And the reason for their attitude is quite simple. The TVA and 
the cooperatives and municipalities that distribute its power have 
shown that power can be produced and sold at rates much below the 
rates of the average private utility—the private utilities are not 
pleased with this proof. 

For example, in the last few years the rate differences has been wid- 
ening. During the last fiscal year, 30 distributors of TVA power have 
lowered their retail rates while at the same time private utility rates 
ever the country have generally been going up. Needless to say, the 
existence of such a yardstick proves embarrassing to the private 
power companies, and evidently they think it would be worth a lot 
if it could be eliminated, this element of competition in this example. 
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Apparently the private power companies feel that they cannot elimi- 
nate the TVA at one fell swoop or prevent passage of a self-financing 
bill of some kind, so they are therefore trying to put limitations on 
a self-financing bill which would curtail the efficient operations of the 
TVA—in the hope of sort of stretching the yardstick to fit their 
higher rates. Their attack centers on three fronts. 

Senator Kerr. May I interrupt, Mr. Ellis? 

Mr. Exits. Yes. 

Senator Kerr. I understood Mr. Sammis to say he opposed all the 
bills that were before the committee, was that not right ¢ 

Mr. Exuis. I believe he did indicate that. 

Senator Kerr. I mean, if he had the slightest element of favorable 
attitude toward either of the three bills, I did not discern it. I was 
not here during all of his testimony but, if such were the case, I would 
like to know because I went away with the very definite impression 
that he was against all of them. 

Mr. Exuis. Of course, he did attack certain provisions of some of 
the bills which we would prefer more than he did provisions of some 
of the other bills which we would not prefer. In other words, he 
attacked some of the provisions which we think are essential. And 
I shall come to that in a moment. 

Senator Case. Mr. Chairman, since you have interrupted the wit- 
ness for a moment. 

I sent to my office and I have now a copy of the release which was 
put out on February 8, 1957; an announcement by the Northern States 
Power Co., one of the Midwest utility companies, including this 
sentence: 

Plans for the construction of a full-scale atomic powerplant of advanced 
design were announced today by Allen S. King, president of Northern States 
Power Co., one of a group of participating Midwest electric utility companies. 

Plans contemplate a 60,000-kilowatt plant estimated to cost from $20 to $25 

million and to be completed by 1962. 
Since then there has been a more definite announcement of the “go 
auhead” indication by the Atomic Energy Commission and it was 
my recollection that there they used the figure 65,000 but my memory 
may not be correct, as I indicated, and they used again the figure 
of up to 25 million. In any event that suggests a possible cost of 
between $300 and $400 per kilowatt, 

Senator Kerr. Which is a very significant announcement and I 
am grateful to the Senator for bringing it to our attention at this 
point. 

Go ahead, Mr. Ellis. 

Mr. Exuis. With regard to their three-prong attack against TVA, 
first, 2 move to place territorial limitations on the TVA system so 
that the yardstick effect of the TVA could once and for all be eur- 
tailed and competition thereby weakened if not eliminated. Once such 
a territorial limitation is imposed, the utilities could easily raise 
rates around the TVA area, not only wholesale rates to the coopera- 
tives and municipalities surrounding the TVA area, but wholesale 
and retail rates to everyone in that area and throughout the country. 

For the private power company monopolies, like all monopolies, 
believe in the “fast buck,” they have to; they believe in and practice 
an economy of scarcity—scarcity at high prices. We don’t. In addi- 
tion, once a territorial limitation is placed on TVA the private utilities 
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can safely refuse to cooperate with the TVA in the interchanges of 
power and wheeling and exchange agreements. 

Second, the TVA self-financing plan is being attacked with attempts 
to curtail management flexibility by imposing a lot of redtape on 
its operation. If this were done, the TVA would not be able to keep 
up with its load growth, and as a result would be forced into using 
uneconomical methods of operation which would mean rate increases 
and again, consequently, the elimination of the yardstick. As you 
know, one of the prime reasons for the success of the TVA has been 
that Congress, in creating the TVA, recognized the need for providing 
it with the maximum amount of business flexibility. 

Any revenue bond financing proposal which attaches such fetters to 
it as, for example, requiring all new projects to first be submitted to 
the Bureau of the Budget for approval or forcing the TVA to receive 
the consent of the Secretary of the Treasury before an issue can be 
made, defeats the flexibility written into the original TVA legislation. 

It centralizes the control in Washington. And, again, any legisla- 
tion which curtails this managerial flexibility detracts from the effi- 
ciency of the yardstick principle. 

The third line of attack on the TVA financing plan is a more subtle 
one. It is an attempt to discredit any TVA proposal by propa- 
gandizing the public into believing that if TVA obtained revenue 
through bond financing, TV A power would still be subsidized because 
the TV A does not pay taxes. 

This argument has been refuted adequately many times over, but for 
the sake of the record let me make the following points. Obviously, 
the TVA does not pay Federal or State income taxes because they do 
not make any profits, and the TVA, of course, is owned by the Federal 
Government. And the municipally owned utilities in Mr. Sammis’ 
State of Ohio pay no taxes, neither do electric cooperatives because 
there are no profits. Therefore, TV A’s entire income and all of its 
assets belong to the Federal Government and everything that TVA 
does return to the Treasury is, of course, over and above the cost of 
the capital to the Government. Because they are having to amortize 
those projects in 40 years, far sooner than should be done, we may 
expect, I think, those projects to be returning real revenue to the 
Federal Government. 

Senator Kerr. May I interrupt you there, Mr. Ellis? 

Mr. Exxis. Yes. 

Senator Kerr. I had understood you to say back over here that the 
TVA had made a return to the Government of 4 percent on the 
investment ? 

Mr. Exuis. Yes, sir. 

Senator Gore. Per annum ? 

Mr. Extis. Yes. 

Senator Kerr. Now, of course, my reaction to that statement is that 
it had made that much profit. It would seem to me that the effective 
argument about the State use of the TVA and payment of taxes would 
be rather that it pays no taxes because it makes no profits, that it pays 
no taxes because it returns every dollar of profit that it makes to the 
Government and instead of being like the ordinary taxpayer sending 
in 52 percent, it sends it all in. 

Mr. Exxis. That is true. 

Senator Kerr. I would necessarily have to interpret this present 
part of your statement as being no profit over the 4 percent return it 
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is paying to the Government on its investment, but in view of the fact 
that if that is a return on the investment there would be those who 
would interpret it as profit, it would seem to me that you might con- 
sider either making the statement at this point more clear, in that you 
refer to any return or profit above the return it pays to the Govern- 
ment, or that since it pays every penny of return that it makes to the 
Government, that it wouldn’t have any funds left with which to pay 
taxes. 

Mr. Exuis. We think that in the long run it will be returning real 
money to the Government, real profit if you consider it in that light. 

I think it is fair to consider that the 4 percent, however, includes 
interest. because that is the way it is computed. There is no direct 
interest charge, I believe, written into the TVA law and I think the 
4 percent is considered to cover interest. cost, and, of course, that has 
been far more than the interest cost in the long run over the life of 
TVA. 

Senator Kerr. That is true, and I believe that the reality of the 
situation is that TVA in its operation must either pay every dollar of 
its return, 100 percent. of whatever it earns above its actual cost of 
doing business to the Government, or if it is permitted to keep it, 
use it as a base on which to make additional return which within the 
long run will either be paid out annually to the Government or belong 
to the Government. 

Mr. Exxis. Right, sir. And in that line the power company testi- 
mony yesterday was amusing, because just hke they once advocated 
that TVA do its own financing now come in and oppose it. They 
used to say TVA ought to be made to pay local taxes, pay over moneys 
to the State and local governments in lieu of taxes and when I was 
in the House along with Senator Case and Senator Gore, they brought 
the bill in to require the TVA to pay local and State taxes or pay- 
ments in leu of taxes and the power companies opposed it. 

Senator Kerr. But the Congress enacted that bill. 

Mr. Exxis. And the Congress enacted it. So, TVA does make pay- 
ments in lieu of taxes to State and local governments and the cooper- 
atives and municipals in the area do pay State and local taxes, so 
when Mr. Sammis was giving you his figures here yesterday about 
the amount of taxes paid by the private power companies he omitted 
to deduct from that some equivalent which is paid by TVA municipals 
and locals. He kept referring, implying that TVA is in the power 
business. It is not, it only produces power wholesale. The distribu- 
tion business is the biggest end of the power business and TVA does 
not distribute power. 

Senator Gore. And the companies make their biggest money in the 
retail distribution. 

Mr. Exxis. There is no comparison. Of course, they do. 

Senator Kucuen. Mr. Ellis, would you develop for me what the “in 
lieu of tax” provision is? What is paid generally in lieu of what 
taxes‘ 

Mr. Ex.zis. In fiscal 1956, Senator Kuchel, TVA paid $4,148,000 in 
lieu of taxes to the States and counties in which it operates. 

Senator Kucne.. In lieu of what type of tax? 

Senator Gore. Ad valorem. 

Senator Kerr. Which ordinarily are paid by similar institutions. 











202 AMENDING THE TVA ACT 


Senator Kucner. Are there State ad valorem taxes in that area ¢ 

Mr. Extis. Yes. 

Senator Kerr. Not in Oklahoma, since you are talking about great 
States. 

Senator Kucnen. Right. And is the formula that the Congress laid 
down generally one in which the in lieu payment would about equal 
the ad valorem tax / 

Senator Gore. Mr. Ellis, if I may suggest, Mr. Wessenauer, the 
power manager, is in the third row there. He could perhaps answer 
the question better than any of us. Would you agree with that, Mr. 
Ellis? 

Mr. Exuis. Lagree. 

Mr. Wessenaver. Senator Kuchel, the TVA Act provides that 5 
percent of the gross revenues derived from the sale of power to mu- 
nicipalities, to cooperatives, and to all customers except Federal agen- 
cies, Shall be paid in lieu of taxes to the States and counties in which 
TVA operates. 

The formula provides for a division of that tax payment. The pay- 
ments to counties are calculated so that the counties will receive the 
same taxes that they were receiving from power properties prior to 
their acquisition by TVA. The remainder is paid to the State. Ina 
number of the States the amount paid to the States is redistributed 
by the State to municipalities and counties. 

Now, the division among the States is on this basis, half of the 
amount is divided on the basis of revenues—— 

Senator Kucuer. Half ofthe in lieu payment ? 

Mr. Wessenaver. Yes, and the other half is divided between the 
States on the basis of the amount of property which TVA has in the 
respective States. 

Senator Kucuer. Could you estimate just generally what the in lieu 
payments would amount to percentagewise to what the ad valorem 

tax liability might be, if you have that figure ? 

Mr. Wessenaver. I haven't the figure precisely in mind; it would 
be lower. 

Senator Kucuer. I understand, but just generally. 

Senator Kerr. You mean the in lieu payment is lower than what 
an ad valorem tax would be? 

Senator Kucnen. Yes. 

Mr. Wessenaver. On the 100 percent book value of our property. 
That is the difficulty, Senator Kuchel. 

Senator Kerr. Address yourself to the book value of the property 
used to generate the power on which the payment is made. That is 
the installations exclusive of those devoted entirely to the Federal 
Government. 

Mr. Wessenaver. We have a total investment in power facilities in 
the neighborhood of about $114 billion. The in lieu tax payment is in 
the neighborhood of $4 million, so that gives you the range without 
making allowance for the substantial investment required to serve 
Federal installations. 

In this connection, I would like to call your attention to one compari- 
son, Senator Kuchel. When the question of how much would be paid 
in taxes if some other power supplier were delivering power in that 
area instead of TVA arises, you have to face another question, would 
such a supplier have had rates which would have resulted in a rate of 
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growth in use as large as has been experienced there, so I think that 
it might be interesting to you to have this comparison. 

If you take 1937 as a base—that was prior to the time when TVA 
had any extensive properties in the area—and measure the rate of 
increase in State and local taxes from the electric utility systems, both 
TVA and the municipalities and cooperatives in the area, you will find 
that it has grown by 230 percent. If you look at the record for the 
rest of the Nation you will find that the increase in local taxes paid by 
the utility industry has increased by 200 percent. 

I would like to correct those numbers if my memory is not exact, 
but that is about the relationship. So it is clear that this region has 
not suffered in the rate of increase in the amount of taxes derived from 
the electric operations carried on by TVA and these local municipal- 
ities and cooperatives. 

Senator Kucnen. Just one more question because I don’t understand 
the local State laws. Do the State laws in the TVA area also provide 
for acutal payments of taxes by the publicly owned rural electric 
cooperatives ¢ 

Mr. Wessenaver. That varies in the States, Senator Kuchel. In 
Tennessee the cooperatives, for example, are assessed by the public 
service commission in a manner similar to which other utilities in the 
State are assessed and they pay on that basis. 

Senator Kucuen. And they are required to pay actual taxes, not an 
in leu of payment ? 

Mr. Wessenaver. In that case it is actual taxes. The municipal- 
ities pay an in lieu tax. 

Senator Kucuen. I see. 

Mr. Wessenaver. I should have made one point earlier, the ad 
valorem tax rate in Tennessee with respect to property is, I think, 
Senator Gore, a rather low figure. It is almost nominal insofar as the 
State is concerned. Of course, the counties and municipalities have 
their own. 

Senator Gore. I should also point out that it is not the custom in 
Tennessee to assess property at its full value for ad valorem tax 
purposes. 

Mr. WessenaAver. I am sure it is low. 

Senator Gorn. In some cases it runs as low as a small fraction of 
actual value. 

Senator Case. Mr. Chairman, if I understand what has been said 
it is that the first payment as far as the TVA is concerned to the State 
is determined on the basis of a percentage of its sales. 

Mr. Wessenaver. A percentage of sales exclusive of sales to the 
Federal Government, Senator Case. 

Senator Casr. That when the fund is received by the State it is 
distributed more on the basis of an ad valorem basis or the valuation 
of the property / 

Mr. WessenaAver. No, I wouldn’t say that, Senator. . What I was 
trying to convey to you was that the Congress, I think, recognized 
that this payment by TVA was in lieu of a property tax but it was 
calculated as a percentage of gross revenue. Now the original TVA 
Act provided for 5 percent to be divided between the States of Ten- 
nessee and Alabama, but in 1940, after the acquisition of the Com- 
monwealth and Southern properties, in order to recognize the prob- 
lems of converting from the former ownership to TVA, the Congress 
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reexamined the question as a result of a recommendation by the 
TVA, and supported by the States and counties affected, adopted 
section 13 of the TVA Act as now written. Section 13 provides, first, 
that 5 percent of gross revenues derived from the sale of power, 
exclusive of sales to the Government, should be paid in leu of taxes 
and it also stipulates the formula under which that total is to be 
divided among the States. It provides that half should be appor- 
tioned among the States in the same ratio that power revenues from 
ach State bear to total revenues, and half on the basis of the ratio 
which the book value of power property in each State bears to the 
total. Having determined each State’s share then TVA must take 
out of the total for a given State and pay to the counties directly an 
amount equal to the taxes formerly collected by those counties on 
properties acquired by TVA and the balance of the State’s amount is 
then paid to the State treasury. 

Senator Casr. When you say “properties,” does that mean the physi- 
cal facility for the production of power ? 

Mr. Wessenaver. Yes, sir. 

Senator Kerr. For transmission. 

Mr. WesseNaAver. For transmission and any other power facilities 
which TVA has. 

Senator Case. The reason I am asking this, Mr. Chairman, is that 
recently the proposal has been advanced that the power revenue de- 
rived from the sale of power generated on the Missouri River dams 
shall be available in some way to reimburse the counties for the loss 
of the tax base for the land that is covered by the water in the reser- 
voirs behind the dams and in support of that it was suggested that 
this was comparable to what was being done in the Tennessee Valley 

and I am trying to determine here whether or not this distribution 
of funds takes into account the land on which water was impounded 
or whether that valuation refers wholly to the power facility. 

Mr. WessENAvER. I missed your point there, Senator Case. The 
formula takes into consideration prior taxes not only on power facili- 
ties but also on the proportion of reservoir land which is allocated to 
power. Of course the land in the reservoirs was procured for the 
common purpose of navigation, flood control, and power. Section 13 
does not contemplate any replacement of taxes for land or properties 
devoted to navigation and flood control, but since we allocate some- 
thing over 40 percent of common plant to power, then 40 percent of 
the land covered by the reservoir is allocated to power and the taxes 
are replaced on that 40 percent. That is as far as TVA’s direct pay- 
ments are concerned. 

Now, a number of the States, including Tennessee, as I recall, 
decided that out of the portion paid to them after direct payments to 
the counties have been made by TVA, they would pay additional 
amounts to those counties to cover the other lands, so that I believe 
most of the counties in Tennessee now by that State action receive 
tax equivalents to cover all of the taxes lost. 

Senator Casr. That is the percentage of the sales is great enough 
that they can make a full reimbursement to the counties. 

Mr. Wessenaver. That is right, and that is a State decision, not 
a TVA decision. 

Senator Gore. Not full, I don’t believe you mean to say it makes 
full reimbursement; you mean it amounts to a partial reimbursement. 
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Mr. Wessenaver. I think it is full reimbursement for the revenues 
lost by the counties. 

Senator Kerr. Not reimbursement for the land taxes? 

Mr. WEsSENAUER. Sir? 

Senator Kerr. Reimbursement for the taxes the county lost? 

Mr. WesseNnAveER. That is right, sir. 

Senator Kerr. Thank you very much. 

All right, Mr. Ellis. 

Mr. Exis. Mr. Chairman, the municipal systems and the rural 
electric cooperatives of the TVA area paid $6,900,000, also in State 
and local taxes in fiscal 1956, even more than TVA paid. During 
the discussion here I looked up a statement which we once had in this 
prepared statement but eliminated, which I would now like to give 
the committee with regard to taxes. 

TVA and the local distributors together paid 11 million plus in 
State and local taxes. In 1987, before the major transfers from pri- 

vate to public ownership in this region the State and local taxes 
paid on all electric operations in the same area totaled less than 
$3,350,000. 

In 1814 4 years, in the TVA service area, the taxes received by State 
and local governments from their power suppliers have grown by 
230 percent, a rate of increase that is higher than the average for 
private power companies during the same period, throughout the 
country. 

The record shows that in approximately the same time State and 
local payments by private utilities of the Nation increased by 200 
percent, from 207 million in 1937 to 625 million in 1955. Therefore, 
the rate of increase of taxes for State and local purposes from the 
combination of TVA local system distribution has ws. greater in the 
TVA ‘area than in other areas throughout the country. 

I find here in the booklet entitled “Facts about TVA Operations, 
1955” to give a more direct reply to Senator Kuchel’s question, on 
page 6: 

The $9,075,000 paid by TVA and the distributors amounted to about 6 percent 
of total revenue paid by the electric consumers of the region excluding only 
the nontaxable revenue received by TVA from sales to Federal agencies. 

I think, Senator Kuchel, these are the figures you were searching 
for. 

Senator Kucnen. Thank you. 

Mr. Exits. Again to rec apitul: ite, the private power companies are 
following three lines of attack in their quest to make TVA operations 
inefficient and thus easy prey to capture and sell-out; they seek terri- 
torial limitations to confine the effect of the TVA yardstick; they 
seek to hamstring TVA’s management flexibility with restrictive 
amendments to the proposed sel f-financi ing plan; and their propa- 
ganda campaign to destroy the public’s faith in the yardstick con- 
tinues and, if anything, 1 increases in tempo. 

The Federal Power Commission figures show that for last year 
the commercial power companies paid ‘out over $100 million in adver- 
tising. ‘That is the power companies’ own statement to FPC. A large 
percentage of that, as one can tell by looking throught the slick maga- 
zines, was for propaganda advertising, much of it directed against 
TVA and other parts of the Federal power program. 
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I mention here their request for final sale of TVA, that is their 
objective. If they haven’t advocated it before your committee yet 
this year I would expect them to; they have before the House com- 
mittee through their usual spokesman, Mr. L. V. Sutton, who speaks 
both for his company, in appearing before congressional committees 
and for the United States Chamber of Commerce. 

Senator Scorr. Mr. Chairman, we know of him as “Low Voltage 
Sutton” in North Carolina. [Laughter. | 

And what he has been saying about the power companies is true 
in my State; absolutely. All of them fighting REA. 

Mr. Exuis. Mr. Sutton this year presented a 10 point, I believe, 
program to the House committee proposing the sale ultimately of 
TVA. 

Now, the interest of the United States Chamber of Commerce in 
TVA is, I think, indicative of its interest in all progressive matters 
to which Senator Gore so ably referred yesterday. I want to call 
your attention to its latest progress in that direction as carried in the 
papers on May 17. This is an Associated Press article from the 
Washington Post, I believe, entitled, “Privately Owned Streets Held 
To Answer Traffic Problems.” 

WASHINGTON, May 17 (AP).—Traftic problems are a result of “socialized 

streets and highways,” Dr. Emerson P. Schmidt, the United States Chamber 
of Commerce research director, told the American Institute of Architects today. 
“If we had privately owned streets and highways operated as private enter- 
prises” — 
see Mr. Sammis said yesterday that private enterprise ought to do 
everything— 
“this accentuated problem of congestion would never have arisen and would 
be self-solving,” Schmidt asserted. “After a generation of legislation on farm 
problems,” he continued, “the Secretary of Agriculture tells us that our agri- 
cultural programs are a failure, these progranis of set aside the free market.” 

Senator Gore. Mr. Chairman 

Senator Scorr. Mr. Chairman, I would like to make this observa- 
tion on the farm problem. If you put no restrictions otherwise on 
the farmer himself and turned it all loose, if the farmers of America 
and that is my candid opinion of long observation—if you gave the 
farm products free to the housewife all over this Nation we would still 
have the farm problem. 

In other words, they would accept that and want the farm people, 
in my observation, to pay them a subsidy to take the food after we 
have grown it. | Laughter. | 

Senator Kerr. Well, now, I think some of them would be satisfied 
if the farmers paid the freight on it and sent it tothem. | Laughter. | 

Senator Scorr. I think they probably would require that. 

Senator Kerr. For the time being. 

Senator Scorr. Yes, they'd require that. 

Senator Kucuen. Kind of a stopgap piece of legislation. 

Senator Kerr. The Senator from Tennessee started to say some- 
thing. 

Senator Gore. I wanted to remind Mr. Ellis, Mr. Chairman, that 
two Presidents of the United States, one from my State, though born 
in the great State of North Carolina— 

Senator Kerr. In one of the Carolinas—— 
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Senator Gore. Well, I am giving him the benefit of the doubt. Two 
Presidents vetoed Federal bills providing for F ederal particiption in 
highways. <A terrific battle was underway for years, some of the 
toll roads then were making a net of as high as 15 percent per year, 
there was terrific opposition by those who owned the turnpikes and the 
ferries to participation in a highway program by the United States 
Government. Such an act, they said, would be socialism and you 
have just read something which still refers to public-owned streets and 
highws ays as creeping socialism—the word “creeping” is not in there, 
is it ? : 

Mr. Exuuis. No. [ Laughter. | 

Senator Kucuge.. What was the name of the President ? 

Senator Gorr. Andrew Jackson was one, I don’t believe I can 
identify the other just now. There were two. 

Senator Kerr. He wasn’t from Tennessee. 

Senator Gorr. Mr, Chairman, could I go one step further? The 
ultimate of that story is that one of the largest segments of private 
enterprise in the United States today revolves around highway trans- 
portation, the automobile industry, the truck industry, the tire indus- 
try, gasoline, filling stations, motels—so that which was pictured as 
socialism and that which was pictured as a death knell to private 
enterprise has resulted in the creation of the largest single element of 
free and private enterprise in the the United States. 

excuse me, I just had to make that little statement. 

Senator Case. Are you making a Jackson Day dinner speech now ? 

Senator Gore. I am making a public power speech, I am afraid. 

Mr. Exuis. They finally get around to power companies in this 
article. Mr. Schmidt said, according to the AP story: 

The only recurring electric power shortages are in regions where we have 
publicly owned power. 

Because the next sentence is tied to it, I would like to read that 
next sentence again. 

The only recurring electric power shortages are in regions where we have 
publicly owned power, the reason is obvious 


this is Mr. Schmidt talking 
when kilowatt-hours are underpriced, demand tends to exceed supply. 


Now, they say “underpriced.” 

I don’t admit power is underpriced in the TVA country or in the 
Northwest, but what he says generally here in the latter part is correct, 
because, as Senator Norris used to say over and over again, wherever 
you get an abundance of power at low cost there will be a shortage 
because of greater demand and greater use. 

One more paragraph: 

Federal intrusion in the private economy and “labor union monopoly,” he said, 
can bring about economic stagnation and even poverty. 

Now, yesterday Mr. Sammis brought with him quotes from a dic- 
tionary. I don’t want to repeat the dictionary episode but I would 
like to refer in replying to his statement on page 2—— 

Senator Gore. Incidentally, I think he was sorry he brought that 
oe with him by the time Senator Kerr had cross- examined 
1mm on if. 
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Mr, Exxts. I would like to reply to this statement of Mr. Sammis: 


The record proves conclusively that America’s investor-owned electric light 
and power companies can be relied upon to meet the challenge of the ever- 
growing requirements of the Nation for electric service, no matter how substan- 
tial they may be. 


And he said, as proof of what private industry can do: 


I do not believe the Federal Government should engage in any proprietary 
business, including the electric power business in competition with its citizens 
where tax-paying businesses are willing and able to do the job. 

Now, Mr. Chairman, this is a part of the power company propa- 
ganda to present themselves to America as private enterprises, when 
they are not. The legislatures, the Congress, and the courts have 
declared over and over again that the commercial power company 
operations in America are not private enterprise. 

The courts, incidentally, and the legislatures have also held that 
rural electric cooperatives are private enterprises, but the private 
power companies present themselves as private enterprise and propa- 
gandize the American people to the effect that electric cooperatives 
are not. 

I brought along with me this morning, Mr. Chairman, one of the 
most authoritative volumes on public utilities, titled, “Public Utility 
Regulations,” by Herman H. Trachsel, Ph. D., associate professor of 
politic al science, University of Lowa. 

On page 47, Dr. Trachsel writes: 

There are a number of enterprises which are commonly accepted as public 
utilities such as gas, water, electricity, telephones, and transportation, that have 
common characteristics which may be said to distinguish them from private 
enterprise. 

An then, on page 50, I quote again: 

The public utility business is not like any other business; the courts have 
held that it is so affected with the public interest that it is in a class by itself; 
the great majority of public utilities have been granted special privileges which 
encroach upon the right of the general public. 

And again, on page 51: 

When dealing with the problems of public utility regulations, it is essential 
to recognize the fundamental difference between the public utility and a private 
business. The public character of the business conducted by the utilities and 
the privileges under which they operate combine to emphasize the fact that such 
business might well be performed by the State itself. Those engaged in fur- 
nishing public utility services might well be considered as agents performing 
a function for the State. It should make very little difference when the State 
undertakes to perform its functions or whether it authorized a private person 
to perform those functions for it, the function to be performed is still essentially 
public business. The State grants— 


this is omitting some— 


the State grants to the public utilities special rights and privileges which are 
not enjoyed by private business. This places the public utility in a class apart 
from private competitive enterprise. If the contribution of the public in the 
use of standards, easements, franchises, and protection from competition were 
capitalized, it would amount in many cases to a large percentage of the total 
utility property. This the utility receives without charge. 


Again, one final sentence: 
A public utility is not a private enterprise. 


Now to the point, Mr. Chairman, also covered by Mr. Sammis, of 
subsidy. The statements which he gave you yesterday, as ‘to the real 
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subsidy accruing to his company because of the accelerated tax amor- 
tization, in our opinion, are wrong and woefully understated. 

Dr. Paul Nelson, a former professor of economics, at the University 
of Oklahoma, and a member of our staff for about a year, has made a 
considerable study of the accelerated tax amortization problem. He 
has evolved some of the philosophy that is now being accepted even by 
people who don’t agree with us on everything, and I would like, with 
your permission, at this point to ask him to give you what he computes 
to be the subsidy benefits to the company. 

Senator Kerr. Very well. 

Mr. Nexson. I believe Mr. Sammis yesterday said that the subsidy 
which he was receiving as a result of being granted a tax amortization 
certificate, or several certificates, amounted to something like $116,000 
a year, if L recall the figure correctly. 

Senator Kerr. 160 1 believe. 

Mr. Netson. 160. 

Senator Krrr. Then when the difference in interest rates now being 
charged and that is on companies going to have to pay, he indicated 
that $200,000 a year would be more nearly accurate. 

Mr. Neuson. Yes, sir. 

Well, I have just this morning recomputed the figures, taking the 
total amount certified to Mr. Sammis’ company, the Ohio E dison Co., 
I believe it runs somewhat in 1 the 1 range of $43.7 million. 

And we took the method which we have been using, that is to say, 
the method used by the-—— 

Senator Gorr. He said 46 yesterday. 

Mr. Newtson. Yes, sir, 46 million in round figures. 

We took the method which we have been using for the past several 
years in computing what the actual benefit of a $46 million tax 
amortization certificate would be worth to a private power company 
and computed its value. According to our computations, the value 
of the certificates received by Mr. Sammis’ company amount to some 
$67.6 million, and not the roughly $200,000 figure which Mr. Sammis 
mentioned yesterday. 

Senator Kerr. That was an annual saving that he acknowledged. 

Mr. Nerson. Yes, sir, 1 believe he said it would run for the 5-year 
period. 

Senator Kerr. No, for an indeterminate number of years. He never 
did pin himself down as to how long that would be. 

Mr. Nextson. Well, our $67.6 million figure would run over, we 
assumed, an average life of the assets of 3314 years. I might add that 
this is the exact same method which Mr. Rainwater, a member of the 
Iederal Power Commission staff, uses in computing the subsidy accru- 
ing to the Idaho Power Co. under their two tax amortization certifi- 
cates which they received on their Oxbow and Brownlee projects. 

There is another aspect of this subsidy problem which Mr. Sammis 
didn’t mention—another aspect of this general subsidy problem arising 
under the tax amortization program—that is what it costs the Govern- 
ment when it has to go out and borrow money as a result of a loss in 
revenue. 

Using again the same method which Mr. Rainwater uses, we find 
that the cost to the taxpayer over this same 3314-year period, the 
cost to the taxpayer on the issuance of these tax amortization cer- 
tificates to the Ohio Edison Co. would amount to $23.1 million. That 
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is assuming a cost of money to the Federal Government of 3.5 percent 
which I believe would more or less be the average that the Government 
now has to pay. 

There is one further aspect I would like to mention, if I may, of a 
further cost to the Government, unless the Internal Revenue Service 
decides to rule against it. One company at least that we have record 
of, the Washington Waterpower Co., has been issuing what they call 
tax-free dividends which results again in a loss to the Federal Treas- 
ury. They say these tax-free dividends result from the rec eipt. by 
the Washington W aterpower Co. of tax amortization certificates, and 
part of the funds which arise out of being granted these tax amortiza- 
tion certificates are being returned to the common-stock holders—I 
should say perhaps, common- and preferred-stock holders of the 
Washington Waterpower Co.—as the company says tax free. And 
they reason this way. 

They say that the funds being returned to the stockholders are a 
return on capital and not return of earnings of the company. eee 
fore they are not taxable at all. It is somewhat in the nature of : 

capital gain, only it is better yet than a capital gain because they my 
you pay “no taxes at all on these tax-free dividends. 

Senator Kerr. They have identified it not as a capital gain and it 
is not figured on the preferred stock. It is regarded by them as a 
return of capital. 

Mr. Netson. Yes, sir. 

Senator Kerr. Now the reason that it wouldn’t apply to preferred 
stock in figuring a saving on income tax: If a man owned a $100 share 
of preferred stock when he got that $100 back he had been paid off ; 
but if he owned a share of common stock and got a hundred dollar 
return in capital, he would still own his share of common stock. 

Go ahead. 

Mr. Nexson. I believe there is one more point to be made, if I may. 

We believe that section 168 of the Internal Revenue Code of 1954, 
was written into perpetuity, unless the Congress of course decides to 
again amend the law. We believe this has happened as a result of the 
writing in of section 167 of the Internal Revenue Code, which allows 
any company to avail themselves of what has been called a liberalized 
form of depreciation. 

The electric utility industry is supposed to be a regulated industry 
virtually guaranteed a rate of return. We find that, as a result of 2 
Federal Power Commission decision, the rate payers will be forced 
to pay a great deal more money to the company since the company 
will be allowed to use either 1 of these 2 new rapid forms of deprecia- 
tion, as compared to the straight-line method. 

They will be allowed to, as the FPC decision states, go to the Inter- 
nal Revenue Service and say, “We took our depreciation using a 
liberalized method and, therefore, our tax rate should be reduced by 
a certain amount”; but then they will be able to take a second set of 
books and go to the ratemaking bodies, the State utility commissions, 
and say to the commission, “We used straight-line depreciation,” so 
that the consumers, the rate payers, will have to pay a greater amount 
of money to the private power companies which, presumably, as far 
as the rate payers are concerned or as far as the second set of books 
would indicate, is going to be paid to the Federal Government in the 


= 


SS orw w 


n 





AMENDING THE TVA ACT 211 


form of income taxes. It is not being paid because they have a greater 
depreciaion charge. 

I believe that would about cover all the comments I wanted to make 
on Mr. Sammis’ statement that his subsidy, as he finally called it, of 
$200,000 was somewhat understated as far as we consider it. 

I might say one more thing, and that is, that not only do we have 
Mr. Rainwater from the Federal Power Commission agreeing with 
us, if I may, as to the method we used to compute the subsidy, but 
Kbasco Services, Inc., agrees with the method we use. 

In March of 1951 they published a rather thick pamphlet which 
pointed out in detail what these tax amortization certificates would be 
worth to the private power companies and again during the Dixon- 
Yates hearings it was brought out in a letter to an executive of the 
Mississippi Power & Light Co., that the subsidy would be worth 6 
percent, compounded per annum. This is the method we have used. 

Senator Kerr. All right. 

Mr. Ellis? 

Mr. Exsis. Nationwide, these subsidies to the power companies 
amount to about $5 billion under section 168 alone—all of which 
seems to me to say that Mr. Sammis’ statement of yesterday that the— 
and I quote again: 





Investor-owned electric light and power companies can be relied upon to meet 
the challenge of the ever-growing requirements of the Nation for electric service, 
no matter how substantial they may be— 
is either wrong or these subsides, accelerated tax subsidies, weren’t 
needed at all.) Now, I don’t believe they were needed. 

Senator Kerr. That is not the question before us. 

Mr. Exuis. No, I agree, Senator, but—— 

Senator Kerr. I think that your conclusion as to the effect of them 
is pertinent and I agree with you. The matter of changing them is 
not before the committee. 

Mr. Exuis. Right, sir. But my point was that I think when the 
power companies are slugging TV A because of subsidy, that the other 
point must be made that they are the one swho are gobbling up the 
big subsidy. 

Senator Kerr. There was no doubt in anybody’s mind here yester- 
day but what Mr. Sammis went away, having admitted that the only 
objection he had to the subsidy being given—or his principal objection 
to TV A—was on the basis of his caleulation; it was a greater subsidy 
than the same Government had been giving to his company and I 
thought that that left him in a position of lessened effectiveness. 
| Laughter. | 

Mr, Evuis. Your committee has before it two bills concerning the 
problem I have been discussing : S. 1855 introduced by Senator Cooper ; 
and S. 1869, introduced by Senators Kerr, Hill, Gore, Kefauver, Sten- 
nis, Eastland, and Sparkman. ‘The purpose of both of these bills 
is to authorize the TVA to issue revenue bonds to finance additions 
tothe TV A power system. 

Our staff has closely analyzed both bills, and the consensus is 
that S. 1869, as compared to the Cooper bill, S. 1855, would afford 
greater flexibility of planning and maintain the traditional features 
and purposes of the TVA intact. Allow me to point out some of the 
provisions of the Cooper bill which we feel would seriously hamper 
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the efficient and economic functioning of the TVA if enacted into 
law. I do this reluctantly because Senator Cooper has been a great 
friend of TVA and of the rural electrification program. 

First, unlike the Kerr bill and the House bills, S. 1855 restricts the 
service area of the TVA by limiting revenue bond finance ing facilities 
to the area regularly served during the month of Febrt uary 1957 
with electric power. We feel this proviso is detrimental because 
such a restriction would lead to uneconomical construction and 
operation. 

It would eliminate using revenue bond funds for the establishment 
of new delivery points for existing TVA distributors and — 
the establishment of new interchange facilities; and, in general, s 
verely weaken the effectiveness of the yardstick prine iple. 

Secondly, unlike the other bills, S. 1855 places a $750 million limi- 
tation on the amount of revenue bonds that could be outstanding at 
any one time. The estimates of future needs of the TVA indicate 
that this sum would be used up within a short period of time and the 
TVA would again be placed in a serious economic position, unable 
to carry out the purpose and intent of the law which created this 
great democratic institution. 

In a word, the S. 1855 would preclude long-range planning, and, 
therefore, very possibly lead to uneconomical, or reduced, operations. 

Third, ‘while the C ooper bill, like the others, provides for an annual 
pe yment on appropriated financed investment in the TV A, computed 
by using the current average interest rate on all marketable securities 
of the Federal Government, unlike the others, it labels this payment 
as an interest payment. 

This places the Federal Government—the people—in the position 
of a creditor of the TVA, rather than the owner who receives a return 
on invested capital. 

Fourth, S. 1855 provides that the 40-year repayment provisions 
of the 1948 Appropriation Act continue until the appropriation in- 
vestment in the TVA power system has been reduced to $750 million. 
S. 1869 repeals the 1948 provision, but provides that the TVA, during 
each successive 5-year period beginning with the period from July L, 
1957, through June 30, 1962, shall apply net power proceeds either 
in reduction—directly or through payments into reserve or sinking 
funds—of its capital ‘obligations, i including bonds and the appropria- 
tion investment, or to reinvestment in power assets, at least to the 
extent of the combined amount of the aggregate of the depreciation 
accruals and other charges representing the amortization of capital 
expenditures applicable to its power properties plus the net proceeds 
realized from any disposition of power facilities in said period. 

This provision of S. 1855, if enacted, would hamstring the man- 
agerial functions and efficiencies of the TVA. The proviso contained 
in S. 1855 would, I feel sure, raise the blood pressure of the private 
utility executives if applied to their operations. 

This proviso would force the TVA to both reduce the appropriation 
investment, and at the same time pay interest on this investment, 
computed at the average cost of money to the Government. The pri- 
vate utilities retire matured bonded indebtedness by creating more 
debt, or at least the opportunity to do so is available, and most of it 
is done that way, as I understand it. 
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For the most part, they do not amortize their capital. This proviso 
in S. 1855 would have the effect of curtailing sharply the financial 
flexibility of the TVA by placing an undue financial burden on its 
operations. 

Fifth, S. 1855 would force the TVA to come under the domination of 
the Secretary of the Treasury by notifying him at least 60 days in 
advance of any issuance or recall of bonds, or by forcing the TVA to 
consult with the Secretary on the dates of issuance and terms of 
issuance, 

It further would curtail managerial and financial flexibility by 
allowing the Secretary of the Treasury to postpone any proposed 
issuance or recall for up to 90 days. In other words, the Secreta 
of the Treasury could curtail completely the operations of the TV 
for a period of up to 150 days. 

This centralized Washington control could have drastic effects on 
the scheduling of construction activity and could also increase its 
cost of floating revenue bonds by possibly not allowing the TVA to 
take advantage e of favorable security situations. 

On the other hand, S. 1869 places no restrictions on the processing 
procedures for issuing and recalling TVA revenue bonds. Complete 
discretion is left up to the TVA so that it may take advantage of all 
opportunities that may present themselves. 

There are other differences between the two bills, but I believe 
these are the major ones. As I have said, we are in favor of a TVA 
self-financing law that would not hamstring TVA. 

In closing, Mr. Chairman, and gentlemen of the committee, I want 
to refer to one more statement that Mr. Sammis made about this time 
some years ago. That was in 1953, on October 27, at the National 
Farm’ Electrification Conference, held in the Department of 
Agriculture. 

I mention it because I think the rural electrification program in 
much of the West, in much of the South, will surely fail, even yet, 
if the low-cost sources of power—principally hydroelectric—cease to 
be available to the rural-electric systems. 

They are having a great struggle in many of the areas right now. 
They are operating in the marginal nonprofit areas. Mr. Sammis’ 
company operates in one of the best farming areas of the United 
States. I have been over it pretty well. Y et he said to this Farm 
Electrification Conference, October 27, 1953, I quote: 

Frankly, we lose money on our rural lines. They don’t pay for themselves 
but we have to make it up on what we charge our city customers. 

Now if the territory served, one of the best farming areas I know, 

can’t support their rural lines I think my statement that we are going 
to have considerable difficulty making our systems continue to pay 
off their Federal loans, continue to create a little operating capital, 
and continue to provide good service. 

And I hope, therefore, you will see your way clear to vote out 
favorably the Kerr bill. 

Senator Kerr. Thank you very much, Mr. Ellis. I personally 
appreciate the breadth and scope of your statement and want to say 
to you that I don’t believe there are a group of men in the Congress 
who would go further to maintain the environment in which rural 
electric cooperatives can both meet their obligations to the Govern- 
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ment but also continue to meet what I regard as an equally sacred 
obligation, that of being able to supply an ever-increasing amount of 
low-cost electricity to their country. 

Mr. Exxis. Thanks, sir. 

Senator Kerr. I have here a statement by Mr. E. H. Wright, of 
the Public Power Association, and manager of the Southwest Ten- 
nessee Electric Membership Corporation, of Brownsville, Tenn., to 
be inserted in the record. 

(The statement of Mr. Wright follows :) 


STATEMENT OF E. H. WRIGHT, PRESIDENT, TENNESSEE VALLEY PUBLIC POWER 
ASSOCIATION, AND MANAGER, SOUTHWEST TENNESSEE ELECTRIC MEMBERSTIIP 
Corp., BROWNSVILLE, TENN. 


My name is E. H. Wright. I am manager of Southwest Tennessee Electric 
Membership Corp., a rural electric cooperative headquartered at Brownsville, 
Tenn., and serving some 17,500 consumers. I am submitting this statement today 
also in my capacity as president of the Tennessee Valley Public Power Associa- 
tion, an organization of the municipal and cooperative distributors of TVA power. 

There are 150 of these rural and cooperative distributors, serving more than 
5 million people in the Tennessee Valley. Anything that affects TVA affects 
these locally owned, locally managed power systems, because we buy our electric 
power at wholesale from TVA. 

That is why we are so vitally concerned with the decision your committee 
and the Congress makes on these self-financing proposals for TVA. We are 
concerned because this legislation has a direct effect on the people we serve 
with electric power. 

Our association supports the Kerr bill, S. 1869. We support it because it best 
does the job of protecting the Federal emai nt’s interest in TVA power 
while giving the TVA Board the means to do the job of providing enough power 
to the people of the Tennessee Valley. 

I understand that previous testimony has dealt with the limitations proposed 
by Senator Cooper and Senator Martin on the authority of the TVA Board. We 
feel strongly that a provision in the Kerr bill—a provision which has not been 
fully publicized—gives Congress complete control over TVA expansion. 

This provision says that TVA must present to the President and the Congress 
its plans for new powerplants, and that Congress has 60 legislative days to 
consider such plans and to reject them if it sees fit. Such a provision as this 
makes it unnecessary to have such provisions as an area limitation, or a limit 
on the amount of bonds TVA can issue. 

As we see it, the issue here is this: Will the Congress continue its past policy 
of putting definite responsibilities on the TVA Board, and then seeing that it 
does the job: or will the Congress write into legislation unnecessary restrictions 
which will in many ways actually hamper the TVA Board in its attempt to do a 
good job? 

The Tennessee Valley Public Power Association at is most recent annual 
convention in Chattanooga, Tenn., in April of this year unanimously passed a 
resolution in favor of the Jones-Davis bill now being considered in the House. 
The bills now before this subcommittee had not been introduced at the time 
of our annual convention. 

However, since the Kerr bill corresponds closely to the Jones-Davis bill, and 
since our convention’s resolution contained specific opposition to a territorial 
limitation on TVA’s service area, we believe the Kerr bill represents the views 
of the distributors of TVA power who are members of the Tennessee Valley 
Publie Power Association. We urge speedy enactment of this bill, without 
crippling amendments, to enable TVA to continue its dedicated and efficient 
job of supplying power to the Tennessee Valley area. 

Mr. Chairman, I should also like to have made a part of the record of these 
hearings a recent statement issued by the Tennessee Valley Public Power Asso- 
ciation which I think answers the charges that TVA does not pay Federal 
income taxes and interest. 

“CHATTANOOGA, TENN., April 28.—The Tennessee Valley Authority power 
system has earned enough money during its history to pay the Government's 
‘interest’ cost, to pay the same amount of ‘Federal income taxes’ that a private 
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power company would have paid, and still have $43 million in ‘profit’ for the 
people of the Nation. 

“This fact, which clearly answers charges that TVA power rates are sub- 
sidized, was brought out recently in congressional hearings before the Flood 
Control Subcommittee of the House Public Works Committee. 

“G. O. Wessenauer, TVA’s manager of power, recounted the financial record 
for TVA from its inception in 1933 through the year ending June 30, 1956: 

“1. In this period the Government earned $366 million on the TVA power 
investment—this $366 million being after payment of $605 million in operating 
costs, $41 million in State and local taxes, and $227 million in depreciation 
charges. These earnings represent an average yearly return of 4 percent 
on the Government’s investment. 

“2. The average cost of money to the Government during this period was 
about 2 percent. If this rate of interest had been charged on the power invest- 
ment, it would have amounted to $183 million, or nearly 15 percent of TVA’s 
gross power revenues of $1,238 million. 

“3. This would leave $183 million after paying all costs including ‘interest.’ 
Coming now to Federal income taxes, a typical privately owned utility with 
the same gross revenues would have paid Federal income taxes of about $140 
million from sales of $1,238 million during this period. 

“*The margin of $1838 million which TVA earned for the Government was $43 
million more than a typical private power company would have paid in Federal 
income taxes from the same gross revenues,’ Wessenauer’s statement cited. 

“Wessenauer said, ‘Comparison between the Federal income taxes paid by 
different private utilities is simply a comparison of their profits for any given 
year. The company with the greatest profit would pay the most, whether its 
power rates were low or high or whether its service was inadequate or excel- 
lent.’ 

“If one simply applies the maximum corporation income-tax rate of 52 per- 
cent to the net income of $183 million over interest costs, the income taxes paid 
by a utility with the same net income would be about $95 million, or $88 million 
less than the net margin earned by the Government from TVA’s power opera- 
tions. 

“Mr. Wessenauer’s statement said, ‘There is no evidence at all that taxes 
keep electric rates up, or that the tax burden falls any more heavily on con- 
sumers served by power systems that are privately owned than by those that 
are publicly owned.’ 

“He pointed out that there are many cases where a reduction in rates, which 
might reduce the utility’s income taxes, would stimulate economic growth and 
provide new sources of taxable wealth. 

“*The price of power cannot be shown to be directly related to or controlled 
by tax payments,’ the statement said. 

“"TVA rates to the ultimate consumers are lower * * * primarily because 
TVA’s sources of energy are more economical and its rate of earnings more 
modest,’ the statement pointed out.” 

Senator Kerr. We have on the list the names of two witnesses 
from the TVA, Mr. Joseph Swidler and Mr. Wessenauer. Mr. Wes- 
senauer has already made some statement. 

Do you gentlemen have a statement for the committee 

Mr. Wessenaurr. No, sir, Senator Kerr, we were asked to be pres- 
ent, I understand, to respond to any questions which the committee 
members might have with respect to the technical aspects of these 
bills. We are here and are glad to help in any way we can to throw 
some further light. 

Senator Kerr. Are there questions from any one of these two wit- 
nesses or either of them ? 

Senator Case. Mr. Chairman, I note that Mr. Wright’s statement 
which you have just placed in the record quotes rather extensively 
from statements made by Mr. Wessenauer in accounting and finan- 
cial records for the TVA from its inception through June 30, 1956. 
That is rather a very useful statement and as far as I am concerned 
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that together with what Mr. Wessenauer has already said satisfies any 
questioning I might have. 

Senator Kerr. Senator Gore? 

Senator Gore. Mr. Wessenauer, you may recall that when this sub- 
committee was considering this subject matter last year an under- 
standing or agreement was pretty well reached that a ceiling of $750 
million would be placed upon the amount of bonds which T VA would 
be authorized to issue under terms of the bill. The ability of the Con- 

zress to raise that ceiling at any time, of course, is clearly recognized. 

Would you give to us ‘the benefit of your opinion as to what. effect, 
if any, a $750, 000,000 ceiling would have on the issuance of bonds? 

Mr. Wessenaver. My view about that, Senator Gore, is that such a 
limitation might leave some uncertainty in the minds of investors 
as to what the ow ner, the Federal Government, has in mind with 
respect to the continued operation of TVA. It might have the effect 
of adding to the cost of the money we would have to borrow. I believe 
the testimony of Mr. Peterson in his discussion of that same point with 
respect to their experience in Los Angeles, tended to confirm that 
view. 

Now, he has had more experience than we have, of course, but my 
feeling i is that the investor who is asked to buy 30-year bonds in an 
enterprise which must continue to grow to meet its obligations needs 
to know that there isn’t some barrier along the line which he will 
have to appraise to determine whether or not the enterprise can con- 
tinue to move forward. In this case if a limitation were reached and 
nothing promptly done about it, the devices that might have to be 
used to try to live through a period of scarcity are bound to be ex- 
pensive. 

Senator Gore. Do you not think that the investing public, or would 
be investors, would take due consideration of the fact that TVA was 
an established and going concern, that through one way or another 
Congress has made it possible heretofore for expansion sufficient to 
meet the growing demands in the area, that the bond financing pro- 
gram is a new method of doing so and therefore they could reasonably 
anticipate that Congress would continue such author ity or take some 
similar course of action ¢ 

Mr. Wessenaver. I certainly hope, Senator, that they would make 
as favorable an interpretation of the situation as you suggest and I 
believe to some extent they will. I can only say, Senator, that at the 
present time I detect in the Tennessee Valley area great concern 
because of the uncertainty of what is going to happen to TVA. People 
are beginning to wonder whether they should exp: and their businesses 
or what they should do in the light of an uncertain picture with re- 
spect to power supply. 

This matter, may I speak frankly, has been before the Congress now 
for two years : and we are hard up against the time 

Senator Kerr. May I interrupt, Mr. Wessenauer 

Mr. Wessenaver. Yes, sir. 

Senator Kerr. Will the Senator yield? 

Senator Gore. Yes, sir. 

Senator Kerr. I think you are describing there the most ac ute ele- 
ment in this picture. You referred to a “probable increase in cost 
of operation with a $750 million ceiling as compared to no ceiling ? 

Mr. WESSENAUER. Yes, sir. 
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Senator Kerr. Now, let me say to you that if the chairman of this 
subcommittee had the power to do so he would bring about the enact- 
ment of the legislation which he and others introduced and which is 
before this committee. As much as it impairs his vanity to do so, he is 
compelled to confess to you that he does not have that power. We 
tried our best to get a bill through the Congress beginning 2 years ago. 
Had we done so the rate of interest, regardless of what it would have 
been at which you could have then sold your bonds, would have been 
in my judgment at less than a third or a fourth less than it will be 
now, even if we now pass authorizing legislation, because interest 
rates on Government bonds currently being issued has more than 
doubled in 414 years—5 years—and it seems to me that it is very safe 
to say that where in 1955 short-term Government bonds could be 
readily disposed of at approximately 214 percent, now went begging 
a few days ago at 31% percent 

Senator Gore. Three and five-eights. 

Senator Kerr. That 354 I believe was the 5-year bonds. 

Senator Gore. The intermediate. 

Senator Kerr. The intermediate duration of time, and in my judg- 
ment the Treasury is shortly going to have the experience of being 
coerced or otherwise influenced and that is by reason of the immobility 
or immobilization of the Federal Reserve banks as an agency helping 
them. I think the Treasury is going to face the necessity or the em- 
barrassing position of having to pay 334 percent for money for short- 
term duration which 2 years ago they were getting at 214 percent. 

I think that if we got a bill through this Congress in the next 10 
days that TVA would be confronted with a similar situation, that is 
one where you would be paying from 1 to 1144 and maybe 1%4 percent 
higher interest rates than you would have had to pay 2 years ago. 
So that I believe that we are confronted with more than one element 
which might result in increased interest rates on the bonds that you 
sell. 

I would like to have your reaction or your recommendation as to 
what should be the attitude of those of us who are devotedly seeking 
some legislation to permit your expansion in the light of the realities 
of the environment in which we are operating. 

Now, your situation has become acute; you are receiving no appro- 
priation from the Federal Government for expansion and in my judg- 
ment the likelihood is that the condition will continue. Suppose that 
you were sitting here very anxious to get out a bill and your judgment 
was that the only one you could get out would be one with a $750 mil- 
lion ceiling. Would you continue to make the effort for a bill with 
no ceiling believing that in doing so you were cooperating maybe with 
those whose effort is to prevent the passage of a bill for an entirely 
different reason, or would you, if you thought there was a chance to 
do so, go around left end, as it were, and try to get a football across 
the goal line, maybe if it weren’t just exactly the size or the specifica- 
tion of the football that you would like to make a touchdown with? 
{ Laughter. | 

Mr. Wessenaver. Well, Senator Kerr, as one directly connected 
with the operations I have tried to bring to this committee before, and 
to the House committee, the best information and the best judgment 
we have as to conditions which will permit TVA operations to be as 
successful as I know the Congress would want TVA to be. 
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Now I understand the difficulties of reaching a decision on the provi- 
sions of a bill. Iam pleading for the most w vorkable bill that can be 
obtained so that management can do the best job possible in the task 
assigned to us. 

Senator Kerr. I think that is a very wise statement and I wonder 
if you feel that we who favor this legislation should operate on the 
basis of getting the best possible bill that we can get but realizing the 
grave urgency that exists for the passage of the bill? 

Mr. Wessenaver. W ell, Senator, I certainly would hope that you 
‘an get a good and workable bill and I mean the word “workable” very 
sincerely because that is important. Therefore, if the question of 
dollar limitations on amount were the only factor in question, then 
I would answer y ur question as you originally propounded it, that I 
think the proposed limitation would be acceptable as against the possi- 
bility of no bill at all. 

Senator Kerr. I went to bed last night thinking of Mr. Sammis and 
I want to say that I have a very high 1 respect for Mr. Sammis and his 
right to advocate his position, but I shudder when I « -ontemplated that 
it was possible through an excess of devotedness to a particular bill 
that I might wind up helping him achieve the objective that the valley 
seeks of preventing the passage of any bill at all. 

Mr. Wessenaver. I recognize that. I would say on this question 
of dollar limitations, Senator Kerr, that my concern is dant this: 
I would hope that the Congress, will enact a bill which leaves the 
agency in a position to move forward, without provisions which mean 
a dead stop and then some new action required before you can move 
forward again. It seems to me that periodic reviews can be assured 
without fixing a point at which unless some new action is taken you 
can’t move at all. I would hope there might be some opportunity 
for continuing while whatever matter of limitation is under consid- 
eration by the Congress. 

Senator Kerr. You are at a dead standstill now; aren’t you? 

Mr. WessenaAveER. Almost. 

Senator Case. Mr. Chairman, even if the bill should pass with a 
limitation of amount there would be nothing to prevent the Tennessee 
Valley Authority from seeking a direct appropriation for additional! 
construction. 

Senator Kerr. Which has been the modus operandi up to date. 

Senator Case. Which they had to rely on before. 

Senator Gore. Mr. Chairman, Senator Case and Senator Cooper 
and I have heard the story, but for the benefit of my constituents from 
Tennessee—and I won't object to the friends we have here from Ken- 
tucky and Alabama and Mississippi and other points having the 
benefit of it—since you have mentioned football, will you tell the story 
about the calling of the play ? 

Senator Kerr. Well, I want to say that I thought of that story 
and of how sometimes beneficial results are obtained although the 
method of arriving at them was erroneously figured and may not be 
methods which would be approved by those devoted to the highest 
scholastic standards. 

The line coach out at Oklahoma University is named Gomer Jones, 
and he tells the story of the high-school football team that he coached 
for many years, and that one Thanksgiving they came to a game with 
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their traditional foe, and they were about a four-touchdown underdog 
in the game, and he had made a request that they hold the opposing 
team to maybe a two-touchdown margin, feeling that in doing so they 
could achieve a great moral victory. They hs 1d fought an aw “ful good 
fight. When the game was within 2 minutes of being over they had 
held the enemy to a score of 6 to nothing, and, of course, the crowd 
was tense and the 2 teams were tense, and in a tense moment the 
opposing team had the ball but fumbled and lost it and his team 
recovered it on the enemy’s 20-yard line, and an electric thrill went 
through the crowd as they contemplated the possibility that they 
might « even win that football game. 

His team went into the huddle, and the quarterback looked over at 
Gomer Jones and he raised one finger which indicated a certain play 
that he thought they ought to put into effect. They did perfectly but 
lost 2 yards on it. They hurried into the huddle again, the quarter- 
back looked over at Gomer and he held up 2 fingers, the quarterback 
took the ball and they did a wonderful job of putting it into play, but 
lost 2 more yards. 

They went into another huddle and the quarterback looked at Gomer 
who held up three fingers. The quarterback took the ball and the 
play was successful but ‘the *y lost 4 yards. 

There was 15 seconds to go in the game, 28 yards to the goal line, 
the score 6 to nothing. T hey went into a huddle and the qui arterback 
looked over at Gomer who just shook his head and waved his hand, 
Gomer said, “I don’t know, just do the best you ean.” And the quar- 
terback stood there a minute and then he called a signal and Gomer 
watched and saw the team going into the formation that he knew was 
going to be the play that they called “old No. 11”, which was one they 
started out the season with, with pretty good hopes but hadn’t gained 
a yard and had given it up. 

Gomer eroaned inwardly and aloud, and kind of hung his head 
until he heard the crowd begin to roar and he looked up, the vy had put 
it into effect and made a touchdown. And the fullback kicked the goal 
and they won the game 7 to 6 and the crowd went wild and the team 
rushed over and got Gomer on their shoulders, and ran around and 
marched around the field with him. 

After the excitement — of subsided, he got the quarterback off to 
the side and said, “Well, I don’t know what to say. Nothing oe 
like success. But tell me, how did you happen to call ‘Old No. 1172" 
He said, “Coach, we went into that fourth carrey and I biting over 
to you and you told us to do the best we could. I didn’t know what 
todo. I looked around there and saw that old guard I had been play- 
ing with for 4 years here, the tears streaming down his face. He had 
No. 7 on his jersey. I put my arm around the fullback and he was 
crying. I saw he had No. 6 on his jersey and the thought just come 
to me: that is it, 7 and 6 is 11 and I just called it.” | Laughter. ] 

“You see what happened,” Gomer groaned, and said to himself, 
“He'll tell the press that just as sure as the world if they ask him.” 
He says, “Bill, that is wonderful, but don’t tell the press that story.’ 
“Well,” he said, “why?” “Well,” he says, “don’t you know that 7 and 
6 is 13?” The boy looked at him and says, “Coach, 7 and 6 is—well,” 
he says, “that is right, and that just goes fo show you that if I had been 
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as well educated and smart as you are we would have lost this football 
game.” [Laughter. | 

Mr. Wessenaver. I am only saying that TVA will rely on the team 
of Congress. [Laughter.] 

Senator Kerr. Allright. Any other question of this witness, either 
witness ? 

Senator Case. Just one question, Mr. Wessenauer, with the money 
that you might use out of your operating receipts for construction 
plus $750 million, how many years in advance do you think that would 
allow you to cary on the construction activities that would be required 
to meet the demand that they would provide ¢ 

Mr. Wessenaver. A precise number of years would be difficult to 
give you, Senator Case, because it would depend somewhat upon other 
features of the bill and what we would experience in the way of cost 
of money when we issued these bonds, but we would expect that that 
might take into a period of, say, 7 years. 

Sentaor Case. If that might reasonably expect to carry for a period 
of 7 years, would it not be better to say 7 and 0 or less than 7, rather 
aan to continue on the zero score for a couple of more years? That 
is, you have had this bill here for a couple of years now; you have 
on getting no direct appropriations; 1f you could re: asonably go 
ahead and take care of 7 years’ needs, isn’t that better than staying on 
dead center ? 

Mr. Wessenaver. As I indicated earlier, Senator Case, if that were 
the only factor, I would say “Yes.” I couldn’t say “Yes” if the bill 
were so restrictive in other ways that that might not be the answer. 

Senator Kerr. Well, the Senator indicated that he is talking about 
a bill that would let you go forward. 

Mr. Wessenaver. We have to recognize, sirs, that in planning power 

‘apacity we have to anticipate by 3 years; that means that w hile funds 
might be 

Senator Casz. What have you been doing in the past ? 

Mr. WessenAvER. We have been trying to do that, sir. 

Senator Case. Well, you have been relying on congressional appro- 
priations, haven’t you? 

Mr. Wessenaver. That is right, sir. 

Senator Case. And you have made some progress. 

Mr. Wessenaver. That is right. 

Senator Case. And there is nothing in the bill that is contemplated 
or any suggestion that I have heard that if you got this source of con- 
struction revenue and it were inadequate t that you still couldn’t come 
back to Congress the same as you have since 1933, or whenever it was. 

Mr. Wessenaver. What is the reason for the limitation? Perhaps 
I could be more we if I could understand that. 

Senator Casr. I didn’t propose the limitation in the first place; I 
am not in a position to answer that. 

Senator Kerr. We who are talking to you are not the advocates 
of the limitation. We are not talking to you about something that 
we advocated, we are talking to you about whether we just stay 
where we are and philosophically contemplate what we would like 
to have, or whether we try to get somewhere beyond where we now 
are even though there is some burden around us. 
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In other words, I believe that the question you asked would be better 
propounded to those who have given the amount of thought to it 
to arrive at the conclusion that that is what they want. 

Senator Coorrr. May I be permitted to ask a question ? 

Senator Kerr. The distinguished Senator from Kentucky who is 
the author of one of these bills is here and we will be glad to have you 

say anything you like. 

Senator Coorrr. I take this opportunity because of your own refer- 
ence to the one who had propounded this suggestion. 

Senator Kerr. I was not referring to you. If I were permitted to 
say so, I would offer the opinion that you put that in the bill not 
because you yourself favored it so much, but because you felt that 
probably that would be the only kind of a bill you could get passed. 

Senator Cooper. Well, thank you, Senator. 

Senator Kerr. Now go ahead and say what you want to. 

Senator Cooper. The bill which I introduced, S. 1855, does provide 
that the amount be limited to $750 million. I am not here at this 
time to appear as a witness for my own bill and argue it. 

I must say this, has just been suggested, it seems to me that for 
2 years no authority has been given and also you have had no appro- 
pri: ition. 

I believe that if TVA is to move forward, it does have to have some 
funds. While I haven’t been in the Senate as long as the other 
members of the committee, I would think that we would have to 
find some means of securing enough support in the Senate to get a 
bill passed. 

Now, I would like to ask Mr. Wessenauer if it isn’t a fact that 
$750 million is the amount which the TVA engineers and TVA 
itself says is needed for the installation of facilities to prevent a 
deficit which will occur sometime in 1959 and 19604 

Mr. WressenaveEr. No, I don’t think that is correct, Senator Cooper, 
it wouldn’t be that much just for that 1 year. The figure $750 
million—— 

Senator Coorrer. I mean the deficit that will occur in 5 years be- 
gining in 1959 and 1960. 

Mr. Wessenaver. Oh, I am sorry, I misunderstood you, Senator. 
We have estimated that the rate of growth is in the order of 700,000 
to 800,000 kilowatts of new capacity a year and estimated that to cost 
about $150 million a year. If the $750 million were the only source 
of funds it would be exhausted in 5 years, but as Senator Case indi- 

cated earlier, some revenues would be available for investment, so that 
amount with revenues might be stretched out a couple more years 
3y the way, I think a question was raised earlier—if I may inter- 
rupt here a moment—about the estimated cost per kilowatt being 
about $200. I ought to make it clear that that estimate included 
sueineutinnion facilities as well as generating facilities, Senator Kerr, 
so the figure wouldn’t be that large on new generating capacity alone. 

That is the way the figure of $750 million would be related, Sena- 
tor Cooper, to need. I think the limitation was orginally suggested 
in a draft of a bill proposed by the Bureau of the Budget; 1t was 
not a suggestion of TVA. 
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Senator Coorrer. Well, I am not particularly interested in whether 
the Budget suggested it or the TVA, I just want to know the facts. 

I may say this is my own bill and not the bill of the Bureau of the 
Budget. I talked to the members of the Bureau of the Budget as I 

talked to the engineers of TVA. 

I would like to ask this question: Is $750 million the amount that 
the TVA needs to be able to prepare and to meet the needs of TVA in 
the period beginning approximately 1959 and 1960 and then, as you 
say, in the next 5 or 7 years? Is $750 million the amount that is 
needed / 

Mr. Wessenaver. Yes; I would say at least that much. 

Senator Coorer. Then why does the TVA object to the Congress 
providing them the authority to issue bonds to secure the revenues 
which they say they need ¢ 

Mr. Wessenaver. We are not objecting to the authority to issue 
bonds to finance capacity. We have tried to point out, Senator, that 
we believe a limitation on the amount does leave a little uncertainty 
as to what might happen beyond a certain period, in the minds not 
only of investors but also in the minds of the people of the region. 
Unless that uncertainty needs to be created, we would urge strongly 
that it not be. I think that has been the TV A’s position. 

Senator Coorer. Do you have any assurance at all to date that you 
have any revenues to provide for your power needs / 

Mr. Wessenaver. Well, we have had some revenues, sir, based on 
the present system. 

Senator Coorer. How much? 

Mr. Wessenaver. Our current earnings are in the neighborhood of 
$55 million a year 

Senator Coorer. It won't meet your needs, will it? 

Mr. Wessenaver. No, sir. 

Senator Cooper. Then the $750 million would certainly give you 
much more certainty than you have now. 

Mr. Wessenaver. I think I said that, sir; yes. 

Senator Coorer. Yes. Then it would give you certainty under your 
own projection for a period of about 5 years after 1959 and 1960 2 

Mr. WessENAvER. Yes. 

Senator Coorer. Isn’t that much greater certainty than you have 
now ¢ 

Mr. Wessenaver. That is right; it would be. 

Senator Coorrr. Do you anticipate now that you will need more 
than the $750 million in that period ? 

Mr. Wessenaver. Well, it is possible it could be more than that 
but I think that is a reasonable projection for that period of time. 

Senator Coorrr. Now, today, 1957 to 1965 is about 8 years, in that 
period of 8 years don’t you think that TVA could project the need 
that it would have in the next period and it would have ample time 
to return to the Congress and ask for further authorization above 
the $750 million ? 

Mr. Wessenaver. I think you ought to recognize, Senator Cooper, 
that if you pass the bill with a $750 million limitation, TVA will 
be back before the Congress in a relatively few years asking for the 

raising of that ceiling. The reason we would have to do so, sir, is 
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load, and as we would know what the bond limitation was and that 
it would provide capacity for only a limited period of time, and 
allowing for the usual time for consideration by the Congress, I think 
that the question of changing the ceiling, if it were imposed, would 
be before you again here in this committee very early. 

Senator Coorrr. Well, at least you would have say even 3 years to 
present those demands between now and 1960. 

Mr. Wessenaver. That is true. 

Senator Coorer. Don’t you think it would be worth some value to 
TVA to have the principal established by the Congress by the passage 
of a bill authorizing $750 million? Don’t you think that would give 
you a precedent and the actual action of the C ongress which would 
give you assurance, more than you have now, for the issuance of 
additional revenue bonds if they were necessary ? 

Mr. Wessenaver. Yes; I think it would give more assurance than 
we have now. 

Senator Case. Mr. Chairman, I don’t want to interrupt at all. I 
thought you were through, pardon me. 

Senator Coorrr. Then why do you object? In the first place the au- 
thorization of $750 million gives you $750 million when you now have 
zero. It gives you 3 years at the minimum to return for new demands. 
It would ; give you the prec edent of the Congress having acted to au- 
thorize TVA to issue bonds, it is the exact amount that TVA says it 
needs in this period of years. 

Now, do you know of any other agency of the United States Gov- 
ernment to whom the Congress gives unlimited authorization to ex- 
pend money or to authorize expenditures? 

Mr. Wessenaurr. I haven’t looked into that question, Senator. 

Senator Cooper. I don’t think there is any. Now, these factors 
which I have mentioned are correct and you have admitted they are 
correct, Why does the TVA object to this first start being made to 
enable it to live? 

Mr. Wessenaver. Well, Senator, I think I would put that in a 
little different way if I may. It seems to me that TVA is trying to 
present to this committee its views as to what it feels is the most de- 
sirable form of legislation to permit it to do the best job possible in 
the region. I think we have made clear the reasons why we feel such 
a limitation might prevent us from doing the very best job. Tam not 
saying by that th: at it is not better than what we have now, sir, but 
] am saying it is not the best. 

Senator Coorer. I admit that it is probably your duty and you are 
perfectly right for you to present here a plan which in your judg- 
ment and TVA is the best in their own judgment, but I do want to 
ask you so it will be clear for the committee and for the Congress if 
you do not consider an authorization of $750 million under the cir- 
cumstances and conditions which you have just stated is infinitely bet- 
ter than your present situation. 

Mr. Wessenauer. I have stated so, sir; yes, sir. 

Mr. Cooper. I want to ask one other question. Is it correct that you, 
the TVA has said that the $750 million will be needed in the present 
service area of the TVA ? 

Mr. WessENAUER. The estimate of $150 million a year is based on 
the estimate of growth in the power requirements of the area now 
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served by power supplied by TVA, exclusive of any increase in re- 


quirements of the Federal Government at present establishments or 
any new establishments the Federal Government might locate in the 


area. 

In other words, I would consider it to be the normal growth and 
use of power by the non-Federal consumers of the region. 

Senator Cooper. I think that is all, Mr. Chairman. 

Senator Kerr. Senator Case ? 

Senator Case. Mr. Chairman, it appears to me that perhaps we 
are threshing over some old straw because when we had our hearings 
in July of 1955 these same questions or this same issue Was discussed 
with Mr. Wessenauer but the figure of $750 million, I think, was the 
result of some interrogation of General Vogel and of Mr. Wessenauer 


as to the 6-year program and of the amount that would be available 


out of earnings. ; je 

At page 35 of the hearings of 1955, General \ ogel said in answer 
to my question: 

Senator Case. What estimate do you have of such capital expenditures, in 
addition to these $144 million worth of estimated additional steam plants that 
would call for revenue bond financing in the next 5 years? 

General Voce... To carry us through the 6-year program, beginning with 1957, 
it would be a total—this would include transmission systems also—$89,512,000: 
in 1958, $162 million; 1959, $182 million; in 1960, $168,425,000; 1961, $149,- 
425,000 ; and for the balance then to complete of $97,270,000. 

Now, that was as a result of prognostication made in January of this year 
and I have no doubt there will be something else. 

Senator Case. What does that total, approximately $800 million? 

General VoceL. I presume it runs to about that magnitude; yes, sir. 

Senator Cask. Roughly $800 million? 

General VoGEL. Yes. 

Senator Case. One of the clerks suggested $848 million. Then, in other 
words, you think that the Tennessee Valley Authority should have the authority 
to issue approximately $800 million worth of revenue bonds? 

General Voce. I think that is a reasonable figure. I think that the Bureau 
bill establishes a figure of $750 million. Something around that figure is 
desirable. 

Then at another point in the hearings, page 60, where I asked about 
the amount of money that would be available as a source of financing 
from the earnings, Mr. Wessenauer said : 





Perhaps that $40 million might increase a little as the size of the system 
grows. 

Senator Case. Well, let’s say $250 million. And what would you get out of 
your earnings without considering what you would get from earnings by not 
having to devote those earnings to this retirement of the original investment? 
What would be the maximum—to put it another way, what would be the maxi- 
mum that you would safely estimate that you could get from earnings to take 
care of your new investment requirements for generating plants and trans- 
mission lines over the next 6-year period? 

Then there was a little exchange on the terms there, finally Mr. 
Wessenauer said ; 

I see, 

Well, it possibly might be as much as $350 million over 6 years. 

And then subsequently at some point in the discussion I suggested 
that subtracting $350 million from the $848 million would leave $500 
million. 


Senator Case. $350 million. Then, if your new capital requirements for a 
6-year period requested are $850 million, you will get $350 million out of earnings 
and you will need a bonding authority of about $500 million; is that correct? 
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Mr. WESSENAUER. Limited to that 6-year period. 

Senator, you appreciate that the rate of growth of the business could vary 
within the 6-year period. It might be faster; it might be slower. 

I have been acting under the impression that if you could get $350 
million out of your earnings and you had a requirement for construc- 
tion in a 6-year period of $848 million, that $500 million of bonding 
authority would cover that $848 million but that by making it $750 
million you had $250 million leeway. 

Mr, WESSENAUER. Senator Case, I wonder if you might turn to page 
55 a moment. That discussion which took place in the committee 
was without benefit of referral to some numbers and we tried to 
indicate in the transcript the fact that the $850 million figure which 
was added up failed to recognize some other numbers and that $850 
million should have been $960 million for that 6 years. 

Senator Case. That would be $110 million more? 

Mr. Wessenavrr. That is right, sir. 

Senator Cas, You still would have a cushion then of about a 
hundred million dollars. 

Mr. WrssENAvER. There are two factors since then, I think you 
would want to recognize, one is that as Senator Kerr pointed out, 
interest costs would be higher; therefore, the amount available legen 
earning would likely be less. 

The "second thing, we have moved forward 2 years with a rate of 
growth in the meantime that would tend to push up the figures to a 
new 6-year or 7-year figure which would be somewhat higher on 
that account. 

Senator Case. Then, Mr. Chairman, if I might, I would like to 
read just one other reference on page 66 of our heari ings. Mr. Wes- 
senauer took about the same position he has here, that ‘he thinks the 
investor confidence would be greater. I quote his statement : 

Mr. WESSENAUER. Well, I still disagree, Senator. I believe that any investor 
feels more confident in a business which has within its management the flexibility 
with which to grow as its business grows. 

Senator Case. But I think that you are acting under a totally false assump- 
tion, that any corporate business has the authority to issue an unlimited number 
of bonds. I don’t think you can get that kind of an authority without application, 
or certainly you can’t get the permission of the Securities and Exchange Com- 
mission to float an unlimited issue. 

In fact, as soon as you get to size, you have to go to the Securities and 
Exchange Commission. 

I have a feeling, Mr. Chairman, that one of the difficulties we are 
encountering in the Congress and in developing support for this type 
of legislation is the fear that the Tennessee Valley Authority is asking 
for an unlimited open-end authorization. I think that we would get 
more support from the Congress for this if we were carrying a limita- 
tion than if it were an open end authority. 

Our problem of getting legislation passed, and one reason why 2 
years have gone by and you are still on dead center, is the fears that 
have been generated by this testimony that you want what you call 
flexibility or complete, unlimited authority to issue bonds without 
limit and without any territorial rec ognition whatsoever. 

Mr. Wessenaver. Senator, it seems to me that S. 1869, the Kerr 
bill, contains some basic limitations which I think it would be well to 
recall. In the first place, before any new plant could be started the 
matter must lie before the Congress for a period of 60 days. It seems 
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to me that is a kind of limitation which Congress could enact. Every 
year TVA presents its plans to the Congress so that there is adequate 
opportunity for the Congress to restrain TVA if it were to proceed in 
an unwise way to expand i In any direction 

Senator Case. Of course, if your experience were in a legislative 
body instead of operating in TVA, I think you would recognize that 
there is inertia in legislative bodies, too, and when a matter lies before 
the Congress for a certain number of days there are a great many 
other considerations, great many other matters that come before the 
Congress, and to get affirmative action within 30 days or 60 days or 
even 90 days is something of a task. 

Here you have been 2 years seeking to get the authority to issue 
revenue bonds and because of complicated considerations that enter 
into the situation, other legislation, diverse interest, pressure of other 
activities, the job has not been resolved, and what this committee has 
been seeking to do and certainly the members who are present, in- 
cluding our colleague who is not a member of this committee but who 
has a deep interest in the operation of the TVA, and I really want to 
get something done, and I think our problem has been complicated, 
made more difficult, by the fears that are generated by statements that 
“We want all or nothing.” 

Mr. Wessenaver. Well, Senator, I think that you put your finger 
on the thing which is of great concern and that is inertia, in the power 
business where we are ‘really having to move every second of the 
time 

Senator Case. Sure, here we are trying to get you some authority 
for self-financing because you have run into this inertia. 

Mr. Wessenaver. | hope whatever bill you are able to develop will 
minimize that factor of inertia all the way hows the line. 

Senator Case. I think that is a good statement. 

Senator Kerr. I think it is, too, and I would hope that there would 
be this understanding on the part of those who are so concerned and 
anxious about this legislation that we, who are trying to make this 
possible, are aware of the difficulties under whic h you operate and 
are trying to lessen them. In return, we hope that you will be aware 
of the difficulties under which we operate and cooperate to the fullest 
extent in lessening them. 

Mr. Wessenaver. I would say to you, Senator Kerr, that if I am 
privileged to do so I will do my best to make whatever bill you pass 
work as well as possible and all of us in the agency will do the best 
job we can. 

Senator Kerr. We appreciate that and we want you to know we are 
going to do everything we can to get a bill that will be as workable 
as we can obtain. 

I believe that will be all. 

Senator Coorer. Mr. Chairman, may I make a comment which may 
not be called for but I think it might be worthwhile to say it. 

Senator Kerr. Senator Cooper. 

Senator Coorrr. First, I would like to say this: Iam from the TVA 
valley which serves part of our State. I do not have the information 
and knowledge about TVA that such men as the Senator and the 
chairman of this committee and many members from that section 
have. I recognize that. 
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I am concerned about its being able to function in the future. There 
are people here from the TVA v valley and that is the chief reason I am 
going to make this statement. 

In my short stay in the Congress I know that there are elements of 
this country that do not like TVA. I know that there are elements 
that would like to see it changed in method or die, and the way that, 
in my mind, it will come about is if some means of financing it are 
not provided ; that is the immediate need. 

I must say that I think, as Senator Case has suggested, that oppo- 
sition is strengthened and fed by what seems to be the unwillingness 
of the TVA itself to accept the fact that the Congress is the author of 
the TVA and that the TVA is an agency of the United States Gov- 
ernment—and its unwillingness to accept some reasonable limitations 
in this financing program. 

Senator Case has suggested there is a fear on the part of some Mem- 
bers of the Congress that when you say you just need $750 million, 
and then you want unlimited authority, some Members want to know, 
What do you want it for? And the first thing that comes to their 
mind is that you want to do with it what you say you do not want 
to do—to expand. 

Now, it seems to me that it is—just as one Member of the Congress, 
I am not even a member of this committee—but if a bill could come 
out of this committee which had the support of both sides and a large 
number of this committee, we would have a chance to get a bill passed 
in the Senate. If it doesn’t, we may not have a chance to get it passed. 

So I must say that my judgment may be bad, but I am beginning 
to believe that if TVA dies it will die from two sources: (1) The 
people who dislike it, who hate it; and (2) from the people in the 
TVA who take such a strict and inflexible position that they do not 
want to see even some reasonable limit placed upon their financing 
operations, which in my view would give them plenty of chance to 
come back and ask for further financing. 

That is a very blunt statement, but I believe it is correct. 

Senator Kerr. We will recess the subcommittee subject to the call 
of the Chair. 

(Thereupon, at 1:06 p. m., the subcommittee was adjourned, to 
reconvene at the call of the Chair.) 
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